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SHANGHAI 


INTERNATIONAL SETTLEMENT 


CHINA’S UNHONOURED OBLIGATIONS. 


It is now five and a _ half years 
since the United States of America 
and the United Kingdom agreed by 
Treaty to hand over to China the 
administration and control of the 
International Settlement of Shang- 
hai. Three years have passed since 
China took complete possession and 
control of the Settlement and all 
its property. But so far notwith- 
standing her solemn covenant in 
consideration of all the property 
and assets of the corporate body of 
the Shanghai Municipal Council, 
China has not paid a penny in 
respect of her obligations to the 
foreign employees whose life career 
in the civil service of the Settlement 
was abruptly terminated, or of the 
debenture holders whose life invest- 
ments had helped to build up the 
rich and prosperous municipality 
which still remains one of the 
richest cities of the world to-day. 

The time has now come for plain 
and frank speaking. 

China convenanted to make pro- 
vision for the assumption of the 
official obligations and liabilities of 
the Settlement, and to‘ discharge 
those obligations and liabilities. As 
long ago as 1946 a Commission for 
the liquidation of the official assets 
and official obligations of the Set- 
tlement was appointed under the 
Mayor Mr. K.C. Wu. Discussions 
were carried on with foreign ad- 
visers in sub-committees in 1946 
and up to May i947 and it is be- 
lieved that the sub-committees 
could hardly escape admitting and 
generally admitted the obligations 
to the former employees of the 
Council which had been submitted 
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ir detail according to the terms and 
conditions of the service and_ also 
the obligations to the debenture 
holders in respect of at least the 
sterling debentures of about half 
a million pounds secured upon the 
assets and revenues of the Council. 

No admission of any kind has 
been publicly made by the Chinese 
Government and it appears that in 
spite of repeated requests no plenary 
session of the Commission has been 
convened for over a year to deter- 
mine upon a recommendation to 
the Executive Yuan, and no reason 
has been put forward in explana- 
tion of the delay. 

It is not therefore surprising that 
the victims of these dilatory tactics 
are unable to avoid the distinct 
imypression that the Chinese authori- 
ties are deliberately neglecting 
their solemn obligations under the 
Treaty of 1943. 

Most of the foreign employees of 
the Shanghai Municipal Council 
stuck to their posts in very dif- 
ficult circumstances from 1937 when 
the Sino-Japanese hostilities broke 
out around Shanghai and at the urge 
of. their Governments remained to 
miaintain law and order after the 
outbreak of war in 1939 and after 
the occupation of the city by the 
Japanese in December 1941 and 
were eventually interned in China 
for the long years of the war. 

When the Chinese authorities 
gained possession of Shanghai as 
the result of the surrender of Japan, 
these old servants—many hundreds 
of them-——were left to their fate; 
they, their wives and children were 
left without any arrears of salaries, 


passages, superannuation funds or 
any other assistance so far as. the 
Chinese authorities were concerned. 
Many of them who had spent their 
lives in the service were too old to 
start life again; others without any 
respite for the rehabilitation of 
their health and strength gradually 
dispersed all over the world seeking 
such temporary and often  precar- 
ious living as they could obtain 
without backing or support. 

In the course of its eighty years 
of existence the honour of the 
Shanghai Municipal Council had 
made its debentures a_ gilt edged 
security. The magnificent public 
buildings, roads and municipal pro- 
perty which were handed over. in 
1943 had been built largely from the 
investments which its residents 
miade in debentures, and the moneys 
from the employees’ pension and 
superannuation funds, and from 
public and private trust funds which 
were invested in Council obligations. 
It may truly be said that the life 
savings of the old as well as_ the 
widow's mite were locked up in 
Municipal deoentures. 

In the long meantime former 
Council servants and debenture 
holders have received not one cent 
from China. Gradually they are 
dying out and in the not distant 
future they may be all dead. The 
total sum required to pay the 
former employees in respect of 
superannuation would be about three 
million pounds with a_ diminished 
annual amount of about £100,000. 
for pensions—not a large amount for 
a country like China even in its 
present financial state, seeing the 
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amount of foreign currency ex- 
pended to purchase weapons of 


war. 

It is fully realised that China is 
financially distressed, torn by Com- 
munist strife, and weary after years 
of warfare. She is to-day under her 
new and universally respected Pre- 
mier Mr. Wong Wen-hao trying 
to reform her currency, and setting 
her house in order to enable her 
to achieve the fullest benefit from 
American aid. But even to an honest 
bankrupt much is forgiven if he 
frankly admits that he owes a debt 
and makes such arrangements to 
Pay as soon as he is able to do so. 
It is suggested that China too could 
retrieve the dismal dilatoriness of 
the past three years by a_ public 
admission of its official obligations 
and request America and Britain 
and other Treaty Powers to pay her 
debts to the nationals of the re- 
spective powers giving at the same 
time adequate security for ultimate 
repayment. 


The tragedy of the Treaty of 1943 
and one which does not reflect 
honour or a regard for human con- 
sideration on the framers of the 
Treaty is that the. sovereign con- 
tracting parties airily made mutual 
covenants concerning the money 
and livelihood of individuals who 
were left without redress,—ground 
between the upper and nether mill- 
stones. The world has unforunately 
come to regard treaties between 
nations as of little value, but where 
the fate and livelihood of human 
beings are the subject matter the 
humanity and honour of the parties 
are at stake, and the individuals 
concerned should not be left to be 
the innocent victims of present day 
international treaty morality. 


As between nations an attempt 
has been made in the United Nations 
Charter to establish and maintain 
a code of international conduct. The 
Charter purports to express the 
mutual covenant of the members of 
the United Nations to “reaffirm 
faith in fundamental human rights, 
in the dignity and worth of the 
human person, in the equal rights 
of men and women, and to establish 
conditions under which justice and 
respect for the obligations arising 
from treaties can be maintained.” 
Under the Charter there is establish- 
ed an International Court of Justice 
whose primary function is to main- 
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tain the rights and duties of mem- 
bers under treaties and other forms 
of international obligation and _ to 
pronounce judicial sanctions in the 
event of their breach. 

China, America and Britain are 
members of the United Nations, and 
all three have jurists who sit as 
judges in the International Court at 


The Hague. International under- 
standing has not advanced to the 
stage when individuals can take 
their plaints against sovereign 


nations to the Court, but if America 
and Britain, as it must appear to 
the world, have failed in their duty 
to interpose by diplomatic repre- 
sentations on behalf of their nation- 
als, it is their bounden duty to refer 
the issue to the International Court 
of Justice. Otherwise of what avail 
is the Court? If its jurisdiction is 
not invoked as was intended, it will 
inevitably become atrophied by dis- 
use and become devoid of power 
through lack of respect. Not only 
has the Court a right to adjudicate 
between the parties, but it has 
power under Article 65 to give an 
advisory opinion on any legal ques- 
tion at the request of whatever body 
may be authorised under the Char- 
ter of the United Nations to make 
such a request. If, therefore, there 
is any dispute between China and 
the Treaty Powers as to what are the 
official assets and obligations of the 
former foreign'settlements and con- 
cessions in China or if China is 
unwilling to make adequate pro- 


visions for payment it is impossible 
to come to any other conclusion than 
that, if America and Britain are to 
discharge their duties to their 
respective nationals and to respect 
the Charter which they solemnly 
founded, they are in honour bound to 
submit the issue to the International 
Court of Justice. 

Such a reference to Judicial sanc- 
tions should however not be neces- 
sary if China lives to its old tradi- 
tions and philosophy of _ justice. 
Confucius in Lun Yu refers to the 
basic principle of social order and 
government which consists not in 
the enforcement of positive law but 
in being guided by virtue, in the 
maintenance of order by Li (pro- 
priety or moral rules of correct 
conduct), and in a sense of shame. 
Social order is not maintained by 
legal obligations or sanctions but 
by the good example of rulers and 
the cultivation of a sense of moral 
duties and personal honour in the 
citizens. 

However distressed China may be 
to-day it is inconceivable that in her 
emergence as one of the great powers 
and a member of the United Nations 
she should have repudiated her 
ancient and honourable basis of 
justice as represented in the Con- 
fucian ethics, but it is only on this 
assumption that the invocation of 
judicial sanctions can be regarded 
as unnecessary having regard to 
the duties of members of the Char- 
ter as trustees for their citizens. 


WORLD FOOD SITUATION AND THE 
ECONOMIC AIM OF BRITAIN’‘S 
COLONIAL POLICY 


More than 50 years ago one of the 
greatest colonial administrators, Lord 
Lugard, declared that Britain had a 
dual mandate in her Colonies—on the 
one hand, to promote the moral and 
material welfare of the Colonial peo- 
ples, and, on the other, to develop the 
resources of the Colonies, not only 
for their own peoples, “but for all 
mankind”. The present world food 
shortage and Europe’s economic dis- 
ruption have served to give new cur- 
rency to this exposition of the 
economic aim of Britain’s Colonial 
policy. Although comprehensive plans 
had already been made to deal with 
basic social and economic needs _ of 
the Colonies, it became necessary last 
year to ask what further contributions 
to the solution of the present world- 
wide difficulties could be made by 
the Colonies. 

How was it possible to strengthen 
the economics of the Colonial ter- 


ritories, to meet their needs, and to 
increase the production of foodstuffs 
and materials in short supply in the 
world; moreover, what could be done 
to fortify not only their own, but 
Britain’s and  Europe’s’ long-term 
eccnomy? The launching of the East 
African Groundnuts Scheme, which 
will mean a revolution of agricultural 
technique in the tropics, hds shown 
that new prosperity may be created 
through co-operation with the Colonial 
peoples. “The world’s need became 
the Colonial Empire’s opportunity”, it 
is emphasized in the official annual 
report on the Colonies. 


Two Objectives 


The continued shortage of primary 
products in the world, particularly in 
the non-dollar area, combined , with 
the present financial difficulties of 
Britain and Western Eurcpe generally, 
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jaid on the two principal objectives 
have caused further emphasis to be 
of Colonial agricultural development, 
namely to increase the production of 
export crops. 

The development of new crops and 
techniques on the lines of the East 
African Groundnuts Scheme will be 
of the greatest long-term value, but it 
cannot be expected to show large, im- 
mediate results. The greatest contri- 
bution the Colonies can make im- 
mediately to the alleviation of Eur- 
ope’s problems, is an expansion in 
the output of commodities in world 
demand, the production of which is 
already established in the Colonies. 
In spite of difficulties it has been pos- 
sible to increase substantially the 
contribution made by agricultural ex- 
ports from the Colonies to lessen pre- 
sent world shortages. 


Rising Sugar Production 


_Sugar production in the Colonies is 
rising. The 1947 crop in Mauritius 
yielded 345,000 tons of a very high 
quality, a record figure and an_ in- 
crease of 55,000 tons on the previous 
year. The crop in Fiji produced 140,- 
000 tons, an increase of 23,000 tons 
on 1946. The West Indian crop show- 
ed a slight decrease owing to drought 
and a shortage of fertilizers. East 
African production increased and 
several thousand additional tons were 
made available for export. 


Groundnuts, Copra, Cocoa, Bananas, 
Rice 


The Nigerian groundnut crop broke 
records with 330,000 tons for export, 
and Nigerian palm oil exports in- 
creased from 112,000 tons to 141,060 
tons. A record crop of groundnuts 
was exported from Gambia. A_ mis- 
sion to West Africa considered how 
far oilseed production could be further 
increased by the application of me- 
chanical methods; its report is now 
being studied by the West African 
Governments. 

Exports of copra from the Seychelles 
and the Western Pacific Islands in- 
creased until they attained, and _ in 
some cases were above, pre-war levels. 

Important work has been under- 
taken to bring under control the 
Swollen Shoot disease, which has ad- 
versely affected the cocoa crop in the 
Gold Coast, the large producer, but no 
quick recovery of the crop can be ex- 
pected. On the other hand, Coloniai 
coffee output is expanding; the Kenya 
crop showed a very satisfactory in- 
crease in 1947-48 from nine thousand 
tons to over 13,000 tons, and the 
Uganda crop reached a record of 40,000 
tons. 

Banana production in Nigeria is 
steadily increasing; in Jamaica the ba- 
nana industry is still affected by the 
“panama” disease, which has put cer- 
tain areas out of production, but work 
on the breeding of immune varieties 
has been intensified with some success. 

These are the main foodstuffs which 
the Colonies have now available for 
‘export. In rice they are dependent on 
imports; but indigenous production in 
Malaya rose from 256,000 tons in 1946 
to 326,000 tons last year. Plans have 
‘been laid for the mechanized cultiva- 
tion of rice in Malaya and North 


SATISFACTORY BRITISH BUDGET SURPLUS 
“Disinflation” Policy — E.R.P. Aid Conditions 


(By a London Correspondent) 


The first quarter (April-June) of the 
financial year 1948/49 has produced 
the substantial surplus of -£178,000,000 
towards the surplus of £790,600,000 
estimated by the Chancellor of the 
Exchequer for the full year ending 
March 31, 1949. Almost every maior 
source of tax revenue is yielding more 
than it did last year, and though 
some fortuitous non-recurring re- 
venue iast year made the surplus in 
the first quarter of 1947 higher by 
£161,000,000 than the present surpius, 
the actual tax-yield this year is higher 
by no less than £115,644,000. Indeed, 
during the frst quarter of 1948 most 
of the “genuine” revenue items have 
been running ahead of the 1947 yields 
at a rate considerably in excess of 
that anticipated in the Budget  pro- 
posals. 

The ordinary revenue and ozdinary 
expenditure figures for the quarter are, 
respectively, £794,803,538 and £616.- 
159,165. Expenditure in the quarter 
shows hardly any change from the 
preceding year, but for the year as a 
whole a reduction of some £200.000,000 
is planned. On the Revenue side of 
the account the chief increases (com- 
pared with the corresponding quarter 
of 1947) are Income Tax—totai, £209.- 
250,000—an increase of £22,750;000; 
Customs — total, £213,750,000 — an 
increase of £13,250,000; Excise—total, 
£183,000,000—an increase of £49,500,- 


000; and Profits Tax—total, £22,000,- 
¢00—an increase of £16,500,000. 
Borneo. There are many other crops 


grown for local consumption. 
Development Finance 


Great steps are made in the develop- 
ment of the basic service on which 
economic progress in the Colonies de- 
pends. Seventeen 10-year development 
plans under the Colonial Development 
and Welfare Acts have now been ap- 
proved, providing for a total expendi- 
ture of about £180 million, of which 
about £59 million will be provided 
from United Kingdom funds. In order 
to stimulate production in the Colonies 
for internal needs and for exports, the 
Colonial Development Corporation and 
the Overseas Food Corporation have 
been formed. The financial resources 
so provided should prove adequate to 
finance Colonial development to the 
extent of the physical resources and 
human skill available in the next few 
years from sterling sources. Possibili- 
ties are also being investigated of 
securing finance from _non-sterling 
sources, so as to give Colonial Govern- 
ments access to overseas sources of 
supply to a greater degree than would 
otherwise be possible. Preliminary 
and general discussions have been 
opened between British Government 
experts and the International Bank for 
Reconstruction and Development. But 
the maior limitations on the speed of 
such development are likely to remain 
the continuing shortages in the avail- 
able supplies of capital and consumer 
goods and in skilled technical man- 
power. 


Financial Policy 


The Finance Bill (Budget) had its 
third reading in Britain’s House of 
Commons recently, and the Chancellor 
of the Exchequer in his opening 
speech, made it clear that the poticy 
of ‘“disinflation” aimed at in the 
Budget still stands. The main object 
of the Budget, he said, was to counter 
inflationary tendencies by budgeting 
for a large surplus; to increase incer- 
tives in order to get greater produc- 
tion; and to redistribute to some ex- 
tent the burden of taxation. The 
small taxation concessions given since 
the Budget was introduced in April 
had reduced the estimated surplus 
of £330,000,000 by only £9,000,000. — 

The official financial policy, said 
Sir Stafford Cripps, can be accounted 
successful if the demand for some of 
the less essential goods falls off, thus 
facilitating the transfer of labour to 
more essential industries, some of 
which are undermanned. 

Particular satisfaction was caused 
by the Chancellor’s statement that he 
hoped to group goods liable to Pur- 
chase Tax by commodities, and then, 
if variations in the rates of taxation 
become necessary, to apply them to a 
particular group of commodities in 
preference to moving a commodity 
from one taxation group to another. | 

It may be added that economists in 
Britain are now generally of the 
opinion that any threat of inflation has 
been removed. 


Marshall Aid Conditions 


The text of the economic co-opera- 
tion agreement conditions under which 
Britain will be receiving aid under the 
European Recovery Programme, has 
been studied with care, the general 
opinion in financial circles being that 
the agreement contains nothing to 
which exception could be taken on 
the score of national sovereignty, and 
little to which serious objection could 
be raised on economic grounds. The 
obligations imposed on Britain are 
not considered to be more onerous 
than might be expected in a trans- 
action of this kind. But, as a leac- 
ing City newspaper says, “much will 
depend on a_ give-and-take spirit, on 
the part of the donor and_ creditor, 
which will need to be preserved through 
and beyond the European Recovery 
Programme,” and it is hoped that _the 
United States, “through modifications 
of her import-export policies, will. co- 
operate with European counfries in 
enabling them to discharge the heavy 
post-Marshall loan repayment obliga- 
tions they are having to assume. 

The fact that, for the purposes of 
American aid, British colonial  ter- 
ritories which agree to participate in 
the programme are to be regarded as 
part of the United Kingdom is con- 
sidered to be of great importance in 
the City, in view of Article 5 of the 
agreement, under which the United 
Kingdom undertakes to facilitate the 
transfer to the United Sttates of “ma- 
terials which are required by” the 
latter country, 
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THE BRITISH CONSUMER AND THE EXPORT DRIVE 
Trade Recession Setting In 


(By a British Correspondent) 


Consumer goods are now beginning to 
pile up on the shelves of British  re- 
tailers as the sales taxes succeed in 
making buyers price-conscious. Ever 
since Christmas a growing number of 
stores, first in the London area and 
later spreading to the west and north, 
have been complaining of sales resis- 
tance. Consumers were getting more 
selective. They refused to buy things 
which did not suit them either in price 
Or in quality. By April it was clear 
that the post-war sellers’ market had 
come to an end. Economists | noted 
three causes: the most pressing ar- 
rears of demand were sated: rising 
production had filled the gaps in sup- 
plies of many, though not all, types of 
goods; the increasing cost of living had 
restored a sense of price. Then came 
another sharp turn of the monetary 
screw—the Budget. 


With heavy increases in _ indirect 
taxation and an enormous overall sur- 
plus of government revenue over ex- 
penditure, the Budget was hound to 
affect British home trade severely. 
That was exactly what it was intend- 
ed to do. Faced with the urgent need 
to cut down popular consumption still 
further so that imports might be re- 
duced and more goods set free for ex- 
port, the Government realised that it 
was imperative to bring inflation to a 
halt. It applied an old-fashioned 
horse cure. By withdrawing consider- 
ably more money from the current In- 
comes of the people through taxes than 
it put back into circulation by expen- 
diture the Treasury began to exert 
heavy pressure on the economy as a 
whole. Moreover, by increasing the 
purchase taxes on consumer goods 
bought in retail stores so as to double, 
or more than double, the price of a 
wide range of articles, the Government 
heavily discouraged people from spend- 
ing their incomes on anything they did 
not urgently need. The inevitable re- 
sult was a drop in retail sales and a 
rapid accumulation of merchandise in 
stores and warehouses. 

The next phase will be one of great 
difficulty, requiring delicate handling. 
Just as in former trade recessions it 
was easier to bring over-expansion to 
a halt than to get redundant men and 
factories quickly absorbed into new 
business, so the transfer of resources 
from home to foreign trade is going to 
be a hard task. 

The trades hit by the setback are 
complatning bitterly. In an all-night 
debate on the Finance Bill in the 
House of Commons 159 amendments 
were submitted by members, nearly 
all aiming at the reduction of tax on 
some article which had suddenly be- 
come difficult to sell in the home mar- 
ket. The Government made only a 
few small concessions. A small num- 
ber of tax rates were reduced, notably 
those on radio sets, kitchen cupboards, 
and mattresses. A few days earlier 
the clothing ration had been modified 
to allow the sale of certain textile ar- 
ticles which had accumulated in the 
warehouses at lower “points values.” 


But the change of mind among con- 
sumers has probably gone too far to 
be greatly influenced by small relaxa- 
tions in tax or ration values. 

_ At last there is “something to buy” 
ir British shops. Ever since the war 
the severe shortage of all ordinary con- 
sumer goods has acted as a drag on the 
national effort. What was the use of 
earning more money if you could not 
huy anything with it? Many important 
articles are still extremely scarce. The 
average householder cannot get med- 
ium-priced carpets, curtains, refrigera- 
tors, bed linen, towels, china and pot- 
tery, or materials for repairing his 
house inside and outside. For meny 
people the rations of clothing are quite 
insufficient to provide a minimum out- 
fit for winter and summer. It is al- 
most impossible for most people to get 
a house, a motor-car, a typewriter, or 
even a telephone. One has te bear 
this basic picture of stringent austerity 
in mind when one looks at the growing 
supply of some other types of merchan- 
dise, which has temporarily caused a 
slut in a small sector. But it is true 
enough that the total volume of stocks 
of goods in British retail stores is one- 
third larger than it was a year ago. It 
is now quite easy to buy average furni- 
ture, radio sets, umbrellas, electric 
irons and clocks, pots and pans, leather 
goods, hot water pottles, and a thou- 
sand other useful things. The shop 
window of any ironmonger in London 
or Manchester is packed with a great 
variety of tools and other hardware. 
While we are still very short of house- 
hold coal, we can buy any number of 
excellent coal-scuttles at quite moder- 
ate prices. 


What matters most is not the effect 
of steadily filling shelves on the busi- 
ness of the retail stores but the impact 
on the manufacturers. Here is a typical 
example. A radio set manufacturer 
told his stockholders in mid-June that 
the business had been severely hit by 
the increase in the purchase tax on 
receiving sets from 33-1/3 to 50 per 
cent. last November. “It was neces- 
sary immediately to cut back produc- 
tion programmes and discharge consi- 
derable numbers of workpeople. This 
had hadly been accomplished before 
the industry received a further devas- 
tating blow by a second increase in the 
purcnase tax in the April Budget from 
50 to 66-2/3 per cent. The effect on 
the public’s purchasing power of this 
and other deflationary measures has 
been to bring our home sales almost 
to a standstill.’ The purpose in the 
Government’s mind is, of course, that 
such firms should be compelled to seek 
new types of work, either for export 
or for other industries which are suf- 
fering from extreme shortages of many 
components. To some extent this trans- 
fer 1s now taking place. It cannot be 
expected to take place without friction. 
Some of the makers say the job con- 
not be done. They argue that their 
own export trade depends on a_ big 
home market because mass production 
is needed to keep prices down. 


.ten to the Cotton Board and 
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There can hardly be a general solu- 
tion’ for all the diverse problems raised 
by this new trend of events. But the 
fact that in spite of all the internation- 
ai currency difficulties British exports. 
reached a new record volume in May 
indicates that the transfer of resources 
from home to export work is steadily 
succeeding. That is the front on which 
success must be gained. That is the 
point by which to judge the progress 
of British recovery. We have brought 
inflation under control but we are stilt 
importing more than we export. In the 
end we must pay for our imports by 
the export of goods, and these goods 
have to be produced and sold. What is 
now going on is a struggle to reduce 
the consumption at home of things 
which we can use in the expansion of 
our export trade. 


BRITISH PRODUCTION 
NOTES 


A CARBON BLACK FACTORY 


A £1,000,000 foctory for the manu- 
facture of carbon black (used in type 
making) is to be built at Bristol, Eng- 
land. Britain is at present spending 
at a rate of US$ 14,000,000 yearly on 
imports of carbon black from the 
U.S.A. so that the the new scheme 
will prove a useful dollar saving 
measure. The manufacturers (the 
Parlatine Development Company) 
have obtained from the U.S.A. Phillips 
Petroleum Company rights to produce 
two types of carbon black in Britain. 


NEW TRAINER AIRCRAFY 


A new military trainer has been. 
announced by the Society of British 
Aircraft Constructors. The machine, 
the Auster Mark VII, is designed for 
elementary flying training and for the 
more advanced training necessary for 
the specialised operations undertaken 
by the versatile Mark VI. These 
operations inelude glider towing, mes-- 
sage pick-up, cable laying, photo- 
graphy, anti-personnel bombing and 
other duties. 

The Marks VI and VII are powered 
by a 145 horsepower Gipsy Major en- 
gine and are externally distinguished 
from other Austers by a large flap 
mounted just behind and below the 
wing. This type of flap contributes 
largely towards the aircraft’s ability 
to operate from small unprepared 
areas. The stalling speed is 33 miles 
per hour and the top speed is 123 miles 
per hour. Quickly removable amber 
screens are fitted to the new trainer 
for instruction in instrument flying. 


TEXTILES TO BE HIGHLIGHT OF 
B. I. F, 1949. 


Textiles are to be the major display 
at the British Industries Fair of 1949. 
Sir Raymond Streat, Chairman of the 
Textile Working Committee, has writ- 
; other 
textile trade organisations urging that 
no effort be spared to organise a show 
which will demonstrate to the full the 
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CHINA’S EMERGENCY ECONOMIC REFORM 
MEASURES AND INTRODUCTION OF 
A NEW CURRENCY 


A managed gold standard currency, 
the Gold Yuan (GY), of a decreed gold 
content of 0.22217 grams, was estab- 
lished in China by a mandate of Pre- 
sident Chiang Kai-shek and a set of 
new’ measures designed to combat the 
serious economic crisis of China were 
simultaneously promulgated on August 
19. Details of the new currency are 
described elsewhere in this issue. 

The Emergency Measures for Econo- 
mie Reforms in China issued by Presi- 
dent Chiang provide for the following: 


(1) Ban on the possession of gold 
and silver bullion end coin, and on the 
possession of foreign currencies (trad- 
ing in treasure and foreign exchange 
had been prohibited in 1946) which 
have to be surrendered to the Treasury 
at fixed rates (viz. gold per oz GY 200, 
i.e. a crossrate of US$ 50; silver per oz. 
GY 3, ie. a crossrate of 75 US cents; 
silver dollar coins GY 2 per piece; US 
notes GY 4 per dollar; £ and sterling 
area currencies at GY 12, i.e. a cross- 
rate of US$ 3). 


Deadline for surrender: November 
20. During three months the compul- 
sory sales of treasure and foreign cur- 


leadership of British textiles in quality, 
colour and design. 

The textile industry, together with 
all other British export industries, is 
expected to make special endeavours 
for the 1951 Festival of Britain. Hence 
the decision that the textile display 
shall be the major event of the B.LF. 
1949, instead of 1950, to give the indus- 
try more time to prepare for the Fes- 
tival of Britain. 


U.K. TO EXPORT MULTI-PURPOSE 
EXCAVATOR 


A new British-designed multi-pur- 
pose excavator with superstructure 
like a modern prefabricated house is 
shortly to be exported to South Africa. 


During tests, the prototype 21-ton 
‘machine transferred more than one ton 
of earth with each “bite”. It has also 
‘proved itself easily adaptable to many 
‘other kinds of excavator work. 


JET “FLYING LAB” TAKES TO THE 
AIR IN SEPTEMBER 


A Tudor airliner fitted with four 
jet engines will make its first flight 
by September this year.: This was 
announced by Sir Roy Dobson, Chair- 
man of the A.V. Roe Company, the 
manufacturers of Tudor aircraft. 

This experimental _ airliner, 
known as the Tudor VIII, will be a 
“flying laboratory”. If will be able 
to remain in the stratosphere at be- 
tween 40,000 to 50,000 feet for manv 
hours on various kinds of tests. 

Installation of four-jet engines in 
Tudor aircraft would mean consider- 
able re-designing of the airframe -to 
make them stand up to the vastly 
increased speeds at which they could 
be used as jet airliners. 


rency possessions are to be completed. 
Penalties include prison terms and 
fines 


(2) Properties of any description 
and bank credits owned by Chinese 
abroad have to reported by the owners 
or beneficiaries and they are to be re- 
gistered not later than by December 
$51. The eventual surrender of foreign 
assets at fixed rates will be decreed at 
a later date. 

The Chinese Govt. offers three 
methods of purchase to the owners of 
gold, silver, foreign currencies and cre- 
dits: payment in GY; investment in 
US$ Bonds of 1947 (inconvertible into 
US$ but computed as for interest and 
amortisation in US$ ‘at the official 
rate); opening of US$ accounts with 
the Central Bank of China (drawings 
from such account to be made only in 
GY at the official rate). 


(3) Balancing of the state budget 
by an increase in revenue from taxa- 
tion and a reduction in expenditure. 


(4) Balancing of China’s foreign 
payments by promotion of exports, 
curtailment of imports, encouragement 
of overseas Chinese family  remit- 
tances, reduction of foreign spending 
by the Nanking Govt. 


(5) Institution of price control of 
commodities and services, freezing of 
salaries, wages and commodity prices 
(level of August 19); increased pay for 
civil servants and the armed forces; 
inspection and control of warehouses 
and of the movement of goods; outlaw - 
ing of strikes and prohibition to close 
factories and commercial  establish- 
ments. 


(6) Institution of control over banks 
and financial enterprises; official deter- 
mination of loan policy, rate of inter- 
est, rate of domestic remittances; liqui- 
dation of redundant banks; new capi- 
talisation of banks, trusts and financial 
establishments under control of Govt. 


REACTION TO THE EMERGENCY 
MEASURES FOR ECONOMIC RE- 
FORMS 


(1) and (2):—Confidence of the 
public in the Govt. cannot be expected 
to return without any tangible proofs 
by the authorities of better manage- 
ment of the affairs of the nation. The 
Chinese flight of capital away from the 
printing press money into more stable 
values, both inside China and abroad, 
may now come to an end but the in- 
vesting and saving public will remain 
on the look-out for any sign of a de- 
terioration in which case the flight of 
capital will continue. 

On the other hand, if the authorities 
can, with the assistance of the USS.. 
halance their internal and external 
payments and keep the decreed value 
of the new currency at tne official 
level, the public may voluntarily de- 
frost its gold, silver and foreign ex- 
change holdings. 

By force and intimidation, little pro- 
gress can be expected. Those who will 


surrender now their gold or US$ pos- 
sessions May do so under pressure and 


fear; there will be many house 
searches and raids, informers will 
work overtime, soueeze and _ bribery 


will flourish, but the end etfect will be 
negligible from the point of view of the 
Treasury. The less pressure is exert- 
ed on the people the sooner may con- 
fidenve be Faeabucie - 

That gold possessions have now 
been outlawed is a very serious step 
taken by the Govt. as the Chinese peo- 
ple cannot be expected to obey such 
emergency measures without strong 
opposition. Considering the great at- 
tachment of the Chinese to gold and 
also silver and their justified distrust 
of paper money, the Chinese author- 
ities will be well advised not to press 
the matter of surrender of these pos- 
sessions. 

The rates quoted for gold, silver and 
foreign currencies are favourable—at 
the moment; they equal or even ex- 
ceed black market prices of the week 
August 16-21. 

The success of the regulation pro- 
viding for registration of Chinese as- 
sets held abroad is generally doubted. 
Except for token reports most holders 
will not admit possessing anything 
abroad. 


(3):—The question of balancing the 
state budget is of paramount impor- 
tance for the success or failure of the 
GY currency. The Finance Minister 
Wang Yun-wu, on August 19, estimat- 
ed that for the current fiscal year — 
July 1, 1948 to June 30, 1949 — the 
state expenditure may be around Gold 
Yuan 4.000 million (equal to US$ 1 bil- 
lion) while state revenue should total 
GY 2,360 million (derived from: Cus- 


toms duties GY 700 million, Direct 
taxes 360 m., Salt gabelle 700 m., 
Other taxes and profits from _ state 


owned enterprises 200 m., sales of ex- 
enemy and Chinese puppet properties 
400 m.). 


The estimated state deficit would be 
therefore GY 1,640 million (= US$ 410 
million). This deficit can only be 
covered by (a) appropriation of part 
of the proceeds of US Aid to China 
supplies, and (b) floating of Gold yuan 
bonds. Otherwise, the Govt. will have 
to resort to printing more GY notes. 
i.e. inflating the new currency, in order 
to make up for the monthly deficit. 


While the success of the flotation of 
a new Chinese Govt. loan may be 
doubted in view of the past unfavour- 
able record of China as a debtor, the 
earnings of the Govt. from the US Aid 
to China supplies may come to,GY 60 
million (=US$ 15 million) per month. 
A deficit of about GY 900 million for 
the current fiscal year seems likely. 


When the Finance Minister estimat- 
ed total expenditure at GY 4,000- mil- 
lion (=CN$ 12,000 trillion) he did not 
explain whether extraordinary mili- 
tary expenditure was included; in view 
of the expansion of the civil. war 
operations one is justified in supposing 
that an undisclosed amount (which at 
any rate is impossible to estimate in 
times of war) for special military ex- 
penditure will have to be added to the 
estimate of GY 4 billion. 
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In this connection it is significant to 
compare the current Govt. estimate of 
GY 4 billion or CN$ 12,000 trillion with 
the previous estimate for the second 
half year of 1948 which was CN$ 323.6 
trillion; the new estimate of August 19 
provides for an expenditure of CN$ 
6,000 trillion for six months while the 
previous estimate which was published 
in our issue of August 18, page 148, 
was only CN$ 323.6 trillion, an_estim- 
ate announced by the Chinese Finance 
Ministry at the beginning of August 
only. 


(4):—Export promotion may be 
helped by the new GY currency and 
production of export produce should 
see some advance. 


Inward remittances for overseas Chi- 
nese will not increase as far as the re- 
mitters and recipients are concerned; 
there has been a decline even this year 


when compared with 1947. However, 
the Nanking Treasury should secure 
considerably more foreign exchange 


proceeds as the black market will, as 
long as the GY rate is not dropping un- 
der the parity, not be utilised by re- 
mitters to the same extent as before. 


As regards the reduction of foreign 
spending by the Chinese authorities 
that is merely a promise and its  per- 
formance will depend on the necessity 
to purchase more or less war materials 
abroad. The civil war bulletins will 
give an answer to this question. 


Imports are to be further curtailed 
and many articles will be embargoed. 
Some indications for the intended 
severity of the new import restrictions 
are that the Govt. will confiscate ali 
articles offered for sale after October 
1 if such articles are banned for im- 
portation; and after Sept. 20 motor car 
licences will be reduced by 25 to 33% 
and gasoline consumption will be simi- 
larly reduced. 


The import quotas for all commod- 
ities will be reduced; except for Govt. 
sponsored imports (machinery, food, 
coal)’ ordinary commodity imports will 
be limited to about US$ 8% million 
per month. It was officially stated that 
the previous import quotas of US$ 36.7 
million per quarter will be reduced at 
least by 25%. 


The new high rates of foreign ex- 
change decreed for GY will in them- 
selves discourage imports and encour- 
age exports but to curtail ordinary 
commodity imports to such a_ low 
amount as US$ 8% per month may 
have detrimental effects on the econo- 
my of the people and smuggling could 
be strongly revived. That the Govt. 
aims at balancing the nation’s foreign 
trade is of course imperative seeing 
that the foreign exchange and gold re- 
sources are no longer available for im- 
port financing as they had to ke set 
aside as currency reserve for the GY. 


(5) and (6):—Price control, fixing of 


salaries, control of financial business 
are old objectives of the Govt. The 
severest control measures were  pro- 


mulgated at the beginning of this year 
when the Finance Control Board was 


EXCHANGE & FINANCIAL MARKETS 


ESTABLISHMENT OF A 
NEW CURRENCY IN 
CHINA 


The President of the Republic of 
China, Generalissimo Chiang Kai-shek, 
issued a mandate on August 19 in 
which he _ proclaimed ‘Emergency 
Measures for Economic Reforms” and 
ruled that'a new currency is to be 
established and the old currency to be 
abolished. The new currency com- 
mences to circulate as from August 23 
and all emergency measures take effect 
from the same date. 

The new Chinese currency is called 
“Gold, Yuan”, or “Ching Yuan Chuan” 
(Gold Yuan note), described as a 
managed gold standard currency but 
not convertible into gold or foreign 
exchange except under control of the 
Central Bank. One Gold Yuan (GY) 
is exchanged against CN$ 3 million. 
The silver dollar conversion rate is 


GY 2 per one silver dollar. Foreign 
exchange conversion rates are: 
US$ LS Akasa GY 4 
go 1 reac mt 2: 
HK$ LaPointe. opp 0275. 
Rupee Lee eae » 0.90 
Swiss#irawk -sa.cas eel 


The official Chinese rates are based 
on the black market exchange rates 
of the week August 16-21. The 
sterling/dollar crossrate of the Central 
Bank of China is US$ 3 and for Hong 
Kong dollar US$ 0.18% (HK$ 533 per 
US$ 100), i. a discount of 25% on 
the official London/New York rate. 


The Gold Yuan of China, according 
to the mandate. of the President of 
China, equals 0.22217 grams of fine 
gold; the official weights of US$ and 
HK$ in grams of fine gold are 
respectively 0.888671 and 0.223834. In 
terms of geld the HK$ should value 
slightly higher than one GY; but 
according to the Chinese Presidential 
mandate one HK$ only values GY 0.75. 

Gold conversion rate is GY 200 per 
oz (crossrate US$ 50). Silver conver- 


established in Shanghai 
major cities. 


and other 


Prices all over China are disarrang- 
ed and freezing them at the Aug. 19 
level is impractical. To bring them 
again into proper relationships will re- 
quire elaborate adjustments and will 
be a long process—always provided 
that the new legal tender will not be 
inflated. 


As for a standard of calculation one 
may take one picul of rice or zah of 78 
kgs in Shanghai costing before the war 
CN$ 10, last week CN$ 75 million or 
GY 25; and the exchange rate of 
US$ 1 before the war of CN$ 3.33, last 
week CN$ 12 million or GY 4. Before 
the war one picul of rice cost about 
uss P while at present the cost is over 


sion rate is GY. 3 per oz (crossrate 
US$ 0.75 slightly higher than last 
week’s open market price in New York 
of 73% cents). While ‘he gold conver- 
sion or compulsory purchase price is. 
slightly lower than last week’s black 
market rate, the silver rate is in excess. 
of the world market prices. 


RESERVE OF THE GOLD YUAN 
NOTES:— 


The Chinese Govt. states that the 
new notes will be backed by a 100% 
reserve in gold, foreign exchange and 
Govt owned properties. The Govt 
avers that the total reserve amounts. 
to 2 billion GY or an equivalent cf 
US$ 500 million, viz. gold, silver and. 
foreign assets worth US$ 200 million 
(40% of total reserve) composed of US$ 
96 m. gold bullion, $ 28 m. silver, $ 75. 
m. foreign exchange ($ and £). and 
Govt. properties worth US$ 300 million: 
(60% of total reserve). 


The Govt properties earmarked for 
the new currency note reserve are a 
certain amount of shares in the 
state-owned China Textiles, China 
Merchants Steam Navigation Co. and 
Taiwan Sugar and Paper  Com-- 
panies. These shares, computed at 
a value of GY 1.2 billion or an 
equivalent of US$ 300 million, will. 
either \be sold against gold and foreign: 
currencies to the public (who however 
have to surrender gold and foreign: 
currencies to the Govt) or they will 
be transferred to the Central Bank 
of China’s currency reserve (from one 
state corporation to the state bank 
authorised to issue currency notes). 

The control of the issue of notes and 
the inspection of the note reserve has 
been entrusted to a “Note Issue Super-: 


visory Commission” composed of 9 
men, four cfficial and five unofficial 


appointees. The official members are> 
Messrs S. Y. Liu (Deputy Governor, 
Central Bank), Tsai Ping-fan (Vice- 
Minister, Bureau of Audits), Li Tang 
(Viceminister of Finance) and Pang. 
Sung-tan (Deputy Comptroller, ‘Bureau 
of Accounts):—the unofficial members 
appointed by the Govt. are:—Messrs 
Li Ming (Chairman, Shanghai Bankers’ 
Association), Hsu Chi-ching (Chair- 


‘man, Chinese Chamber of Commerce, 


Shanghai), Wang HUHsiao-lai (Chair— 
man, All-China Chamber of Com- 
merce), Chien Chen-ching (Chairman,, 
Native Bankers’ Guild, Shanghai), Yu 
Lin-hsi (Chartered Account). 


NOTE ISSUE:— 


The Govt has solemnly declared that: 
the inaximum note issue will not ex-- 
ceed GY 2 billion (equal to CN$ 6,000: 
trillion or an equivalent of US$ 500 
million). 

The outstanding note issue of the 
old legal tender (fapi) was announced 
by the Finance Minister Wang Yun- 
wu to be only 600 trillion, ie. GY 200 
million. This statement has been 
doubted as to its accuracy; the: out-. 


1948 


standing CN$ note issue is very con- 
siderably higher than 600 trillion. 

Notes are issued in denominations of 
GY 1, 2, 5, 10 and 100. Coins are io 
be issued in copper, nickel and silver 
for GY cents 1, 5, 10, 20, 50. 


Taiwan legal tender:— The new 
exchange rate between GY and Taiwan 
dollar has been fixed at Taiwan 
$ 1,885 per GY 1, or Taiwan $ 7,340 
per US$ 1. One oz. of gold at T$ 367,- 
000 (crossrate US$ 50), 1 oz silver T$ 
5,505 (US$ 0.75). 


Manchurian currency notes, called 
North-East yuan, will be recalled 
together with the legal tender of 
China proper (CN$). This money 
has, since Manchuria passed alinost 
completely under Communist control, 
invaded North China and Shanghai 
where it contributed to the redundancy 
in printing press money. 

The Sinkiang yuan will remain 
untouched for the time being and 
until political conditions in that far- 
western Province become clearer. _ 


REACTION IN HONGKONG TO THE 
“GOLD YUAN” 


The reception of the currency reform 
in China was here divided; the 
majority of Chinese bankers and the 
interested public are cautious and 
sceptical. 

The complete debacle of the financial 
policies of Nanking in the past does 
not inspire confidence. However, there 
are some who hope against hope that 
the deterioration in China may now 
be halted or at least its advance be 
slowed down. 

The introduction of the new currency 
note, rather fancifully described as a 
“Gold dollar” (yuan meaning dollar 
in Chinese), in itself will not alter 
the picture of economic distress. The 
Chinese authorities at Nanking must 
alter their policies by stopping the 
printing presses, balancing their 
domestic and: foreign payments and 
finding a solution to the war of at- 
trition which is ravaging the nation. 


It was stated ad nauseam that the 
Chinese people had lost all confidence 
in the national currency which was 
tantamount to a public vote of “No 
Confidence” in the National Govt. Can 
one assume thaf the same authorities 
who were navigating the ship of state 
right on the rocks are now capable to 
get it afloat---with US assistance— 
and, even in case of such escape from 
ruin, is it not probable that the finan- 
cial skippers of Nanking will again 
cume to the same end? 


There is not much good will on 
which the Nanking authorities can 
count. Too much public credit has 
been gambled away and the 
amateurishness of the authorities has 
astounded the world at large. 

No miracle will happen after the 
establishment of the new currency 
note; the basic situation of China of to- 
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day is most unsound and cannot be 
rectified by mandates and decrees from 


on high. A stabilisation of the 
Chinese currency, called National 
dollar or Gold dollar, cannot be ex- 


pected under present civil war con- 
ditions. Only by generous American 
subsidising of China under Nanking’s 
controi can the economy of this nation 
remain on even keel, But such event 
is most improbable. Palliative mea- 
sures can be brought to bear on the 
dangerously anaemic body politic of 
Nanking but no lasting improvement 
will result. : 

The general situation in China is 
desperate and the statements made by 
President Chiang and Premier Wong 
over tne last weekend do no longer 
conceal the seriousness of the far ad- 
vanced state of the civil war attrition 
and disintegration. 

President Chiang stated to bankers 
and business executives who assembled 
in Nanking that on the success of the 
Gold Yuan depends the future of the 
state and the people; and Premier 
Wong Wen-hao impressed the Shang- 
hai business community with the 
words that “the present currency re- 


form is the last ditch effort in the 
battle against the grave _ national 
crisis.” 


If this “last ditch effort” fails what 
then? The general answer to this 
question is: Collapse. But the prolong- 
ed crisis during which China has 
passed was nothing but the beginning 
of the collapse. 


CHINESE MONEY MARKET 


While the public here and in China 
expected for several weeks new emer- 
gency economic regulations the news 
of the establishment of a new currency 
came as a surprise. Not that people 
were not aware, since about the end 
of the war in 1945, that the Nanking 
Govt intended to replace the CN$ 
with a new currency, but the date of 
the promulgation of the “Gold Yuan” 
was unexpected. Way back, in our 
issue of October 16, 1946, we wrote 
(on page 5):— 


“Chinese. official statements about 
the inflexibility of CN$’s present rate 
in terms of US$ (CN$ 800) are gener- 
ally not believed. Govt. announcements 
in the past have not been too reliable, 
and ‘once bitten twice shy’. There were 
recurrent and inspired - stories about 
the early introduction of a new Chin- 
ese currency, called the ‘Sun,’ which 
may be linked to US$ either at par or 
at the rate of 4 Sun to US$ 1.” 


The new parity of “Gold yuan” with 
HK$ is not realistic and is bound ‘to 
be changed soon by the Central Bank 
of China. The Nanking authorities, 
guided by the recent developments on 
the black exchange markets which they 
professed to combat so ruthlessly, 
have decreed a_ sterling/dollar cross- 
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rate of 3, ignoring that the unofficial 
crossrates fluctuate and that no other 
government has deviated from the 
official parities as established by the 
International Monetary Fund of which 
China is a member. 


The new Nanking-decreed parities 
are— 
Gold Yuan 0.75 (or CN$ 
2:250:000) acest eerie HK 1 


Gold Yuan 1 (CN$ 3,000,000) HK$ 1.333 


In fact, by the establishment of the 
new HK/China exchange rate the 
Central Rank of China has overstep- 
ped the black market rates of last 
week: and the official value of HK$, 
according to Nanking, is now greater 
than it was last week on Shanghai’s 
and Canton’s black markets. 

Hongkong unofficial CN$ quotations 
for the week August 16-21:—- 


per CN$ 1 million per H.K. $ 
Hongkong cents CN$ million 
Highest Lowest Highest Lowest 


spot notes 84 46 1.19 PAA 
forward notes 82 46% 1.22 2.15 
TT Shanghai 54 47 1.85 2.13 
TT Canton 79 47 1.26 2.13 


While last week saw as the lowest 
Chinese exchange rate CN$ 2.17 million 
per HK$ 1, the parity is now CN$ 2.25 
million (Gold yuan 0.75). The lowest 
prices last week in Shanghai and 
Canton were respectively CN$ 2.17 m. 
and 1.97 m. 


In other words, the HK$ has 
appreciated officially compared to last 
week’s black market rates. The same 
ean also be said as regards the US 
note which quoted last week in Shang- 
hai around 11 million, topping at one 
time 12 million. 


The local native exchange was 
rather perplexed but soon found its 
usual composure. Trading will from 
now on be in Gold yuan and if supply 
exceeds demand there will be a 
different rate than the one established 
by the Central Bank of China. 


Already at the opening of the cur- 
rent week reports from Shanghai 
stated that foreign currencies were, on 
the black market, traded at higher 
prices than the official parities; a US$ 
fetched CNS 13% million or GY 4.50, 
that is about 12% more than the 
official rate (CN$ 12 million or GY 4); 
and in Hongkong the unofficial rate 
was around HK$ 0.41/42 per CN$ 1 
million against the’ parity of HK$ 
6.44433 (GY 0.75 per HK$ 1) that is 
a discount of the Chinese money of 
5% to 6%. 


Last week’s black market in Shang- 
hai opened per US$ 1 at CN$ 11 
million, topped 12, closed, before the 
Emergency ‘Reform Measures were 
announced (Aug. 19) around 11% m. 
Hongkong notes opened 1.9 m., topped 
2.15 m.; closed around CN$ 2 million. 
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The black market cross rate in 
Shanghai per US$ 100 moved between 
HK$ 560 to 580 (about 2 to 5% higher 
than the Hongkong Market last week), 
and 6 to 9% higher than the official 
erossrate of the Central Bank of China 
(HK$ 533 per US$ 1). The Canton 
money market opened HK notes at 
CN$ 1,170,000, topped at the close 
1,976,000. 


The Exchange Surrender Certificate 
Premium lest week moved between 
CNS 7.6 to 7.8 million per US$ 1; thus 
the highest officially paid price per US$ 
1 was CN$ 8.27 million (Certificate 
premium plus the so-called open 
market rate). The maximum price of 
an “export dollar” (CN$ 8.27 m.) was 
still 31% lower than the black market 
rate for US notes. The institution of 
the Gold yuan caused the appreciation 
of the “export dollar” value by 45%. 

Now, all the nonsense of an “official 
exchange rate” (CN$12,000 per US$1), 
an “open market rate’ (CN$ 474,000) 
and the varying Certificate premimums 


has come to an inglorious end and 
there will be no mourners. 
Henceforth all business is to be 


transacted and calculated in Gold yuan 
—provided no new decrees and re- 
gulations come out of Nanking and 
turn the merchant community back on 
the road to financial lunacy. 


Business transacted in the local un- 


official CN$ market last week:— (in 
trillions or million millions)— 

TT Shanghai 65.4 

TI Canton 19.5 

TT Hankow 33.5 

TI Swatow 17.8 

Spot notes 25.6 

ferward notes 13.3 

Totai of the above: CN$ 175.1 

trillion, equal to Gold yuan 58.2 
million. 


Interest charges in Shanghai:—last 
week about 100% per month on Stock 
Exchange, 65% for commercial trans- 
actions. As from August 23, with GY 
as the new legal tender, interest rates 
per month are fixed at 15% for com- 
mercial loans (announced by Shanghai 
Bankers Association) and at 3% for 
Govt. bank loans. 


These new interest rates are much 
too high if one is to believe that the 
new money is to be taken as stable. 


US DOLLAR TRANSACTIONS 


The repercussions from the Chinese 
money market were felt, as on all 
other markets, by dealers in US$ but 
apart from a few timid souls there 
was confidence in the continued 
business with China. For a _ short 
period there will be a lull in trading 
on account of the Chinese Govt pro- 
hibition to own foreign currencies 
and the legal requirement to surren- 
der all foreign credits and currency 
notes. The Chinese investor and the 
public at large can therefore not be 
expected to resume buying and 
trading on a large scale while the new 
Nanking vregulations are still fresh. 
In due time there will again emerge 
regular business in foreign currencies, 
in Shanghai and Canton and in every 
major Chinese city. 

Durving several weeks now there has 
been keen demand here for US notes 
which came from Shanghai buyers: 
this demand may now drop and thus 
bring local note quotations in line 
with and below the TT and _ draft 
rates. There continues, however, 
brisk demand for US notes from 
Japanese sources and as long as 
supply is not adequate the note price 
might still retain a premium over TT. 


Sales in the local market (native 
bank). last week (in thousands of 
US$):—TT 1,168; drafts 458; notes 
262. 

Highest & lowest quotations (in 
HK$ per US$100):—notes 556-525, 


drafts 531-510, TT New York 533-519 
equalling US$ 1834 to 19% per HK$ 
100. 


Crossrates from US$ 3 to 3.08 which 
compare with Zurich’s 2.82 to 2.88 
and New York’s free markets of 2.95 
to 3. 

Merchant demand and _ gold im- 
porters were not much in evidence 
while larger amounts from local ex- 
porters and inward remittances from 
overseas Chinese were offered. 


GOLD TRANSACTIONS 


As the prosperity of the local gold 
trade depends on the offtake in China 
and the Chinese Govt. has ruled, as 
from August 23ae that. fall zold 
possessions are to be surrendered to 
the Govt., and threatened with more 
emphasis than before that these 
regulations wil! be enforced, one can- 


not expect, for the time being, that 
much gold will be purchased here 
for delivery in China. 

There had been already during the 
last few months a rather stagnant 
market in China with gold sales 
limited cn account of the decreasing 
purchasing power of the common 
people and the general impoverish- 
ment of the Chinese. For a week or 
so it appeared that more interest was 
evinced in Shanghai but ensuing 
shipinents proved a flash in the pan; 
there was no doubt that a saturation 
point had been reached. 

If not for the world political 
situation which seemed to assume a 
rather critical character in the course 
of the Berlin tussle and which caused 
record prices in free gold markets 
overseas, the local quotations might 
have been very much lower. But the 
excessive prices demanded and paid 
especially in Central and Eastern 
Europe (up to US$ 49 per oz. fob port 


of shipment) stiffened local rates 
which, however, remained on an 
almost cost level. (The cif Macao 


price includes, apart from air freight 


and high insurance premiums, the 
Macao . import duty and some 
“squeeze” which alone comes ‘to 
US$ 1 to 2 per oz. during recent 


weeks after US$ 5 to 6 were raked 
in earlier this year in Spring when 
China demand was high and overseas 
prices around US$ 40 to 41). 

Last week’s direct exports to China 
were only about 2,000 taels, an 
unusually low quantity. Imports 
from Macao were estimated at slightly 
over 20,000 taels which further in- 
creased local stocks both of investors 
and bullion dealers. 

There are still many backlog orders 
to be filled and importers, if forced 
to liquidate such incoming — stocks, 
may have to take a loss as the cross- 
rate is dropping. 

Unloadings in Macao are brisk and 
the hoards in the vaults of the Tai 
Fong Bank (actually a Cambista or 
Exchange Shop), the principal dealer 
in gold in the Portuguese Colony, are 
increasing. Gold is being discharged 
from CPA and TAA Flying Boats, 
coming from many parts of the world. 
The US bullion exports in the week 
ending July’ 28 included USS 433,179 
worth of gold shipped to Saigon, in 
transit for Macao, and US$ 614,051 
worth of gold direct to Macao, making 
a total for the week of US$ 1,047,230 
or a quantity of about 39,000 ozs. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 


CN$ (per One 


Gold per Tael Spot 
Aug. High Low High Low 
16 337% 333%, 80 17% 
17 3337 334 84 79 
18 336% 33334 83 79 
19 338% 335% 82% 19% 
20 330 318 67 57 
RE SRY} 318% 57 46 


Hundred Million) 


Forward S’hai Canton US$ (per 100) Pound 
High Low TT. T.T. Notes Draft T.T. I.C.$ Guilder Baht Note 
78- 76 53%4 78 554 529 531 12% 40 25% 14.2 
82 [7% 51% 78 547 526 529 12% 40 254% 14.1 
7734 TT 481 715% 544 527 530 121%4 41 25% 14.1 
803%, 78% 48 TTY 547 39527 530 die 40% 25% 14.1 
66 59% 47 52 $435 622 524 12 40 25% 14 
51 46%5 48 47 5415 9522) 9525 11.9 40 25% 14 
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HIGHEST & LOWEST UNOFFICIAL EXCHANGE RATES FOR US$ AND 
GOLD PRICES FOR THE FIRST HALF YEAR AND FOR JULY, 1948 
(Gold per tael; per US$ 100; in HK$) 
_ duly 1948 January /June 1948 Year 1947 
Highest Lowest {| Highest Month Lowest Month Highest Lowest 
COV erento see Oss eraeeayorsihasi oes 343 313% 372 Feb. 295% Jan. 405 254 
(Crossrate US$ per oz. ...... 5234 48 5434 Feb. 4515 Mar. 5716 42) 
IS PINGtES erie eimeccelsceurnts 552 534 588 Mar. 485 Jan. 581 440 
WS: Drafts stasis vies «oes 544 518 598 Mar. 490 Jan, 575 454 
PREY INGWs, LOLI ie wicrss siavareverstersieie © 552 521 608 Mar. 500 Jan. 595 482 
(Crossrateé US$ per £ ........ 2.90 3.07 2.62 Mar. 3.20 - Jan. 2.70 3.32) 
Se rc a ee 
Transactions in the local market Market sales were: 98,400 taels; NETHERLANDS TRADING SOCIETY 
last week (in taels):—spot inside $6,900 worth of dollar coins, and DIRECTOR IN HONGKONG 
Exchange 16,735; outside 29.110; for- $88,000 worth of subsidiary coins. 


ward, delivery, 808,810: forward, mar- 
gin clearing, 834,680. 

The forward sales 
especially on August 20 (when _ the 
new Chinese regulations came out) 
on which day 246,920 taels were sold 
forward on delivery and 308,370 taels 
On margin settlement. There was a 
break in the previously high price of 
gold and those who sold forward must 
have reaped exceptional profits. The 
biggest sellers, on own or on clients’ 
accounts, were the Hang Seng Bank 
which sold forward already before 
Aug. 20, a quantity of 100,000 taels 
and the native. banks of Cheong On 
and Wing Foong were also consider- 
able _ sellers. As there are many 
speculators in the market who follow 
every move of Hang Seng, this bank 
being acknowledged as the No. one 
indicator of the trend, sellers were 
soon overwhelming the market which 
accounted for the decline in rates. 

Highest & lowest prices last week 
(in HK$ per tael) 338%-318; the 
highest and lowest crossrates per 0z 
were US$ 52% and 50%. In Shang- 
hai the gold crossrate moved between 
US$5244 to 52%. Canton quotes about 
HK&s 2 to 3 above the local price of a 
tael of gold. 

Meany bullion dealers were appre- 
hensive about the expected influx of 
gold (as well as other proscribed 
possessions) from China where many 
investors are believed to make pre- 
parations to shove their hoards to the 


were huge; 


Colony. Although such refugee gold 
will not be a factor in the market it 
may nevertheless upset bullion 
holders. 


SILVER BUSINESS 


The lower prices offered in New 
York (73% US cents per oz fine) have 
unnerved some of the big and stub- 
borr silver holders here. With a de- 
clining TT New York rate and the 
silver surrender regulations coming 
into force in China as from August 19, 
the market was very nervous and on 
the weak side, quoting $3.90 per tael, 
2.60 per silver dollar, 1.90 per 20 cents 
coin. Much reduced arrivals (mostly 
from Canton, with small lots from 
Shanghai, Taiwan and Swatow) pre- 
vented the market from a more 
drastic drop. 


PIASTRE TRANSACTIONS 

Indochina merchants were’ good 
buyers of piastre notes which moved 
from $11.9 to 12.3 (spot and forward) 
per 100 piastres. The Ideo notes 
which have been withdrawn from 
circulation still fetched here $4.50 but 
buyers are rare. 

Sales in the unofficial market last 
week:—spot, inside the Exchange, 
5,560,000, outside Exchange 5,590,000, 
forward, outside the Exchange, 
9,650,000 piastres. 


Mr. A. A. van Sandick, one of 
the directors of the Nederlandsche 
Handel Maatschappij, N.V. (Nether- 
lands Trading Society) at Amster- 
dam, a well known financier in 
Holland, has paid a visit to Hongkong 
for a few days. During an extensive 
tour to the Eastern branches of this 
bank Mr. van Sandick will proceed 
from hongkong to Shanghai, Tokyo 
and Osaka for a visit to the Bank’s 
branches there. He intends returning 
to Holland via the States. 


HONGKONG OFFICIAL EXCHANGE RATES 


AGREED MERCHANT RATES 


MAXIMUM SELLING 


STERLING. 1/2 15/16 delivery within 
2 months with 
a cut of 1/32 
for every fur- 
ther 3 months 


forward. 

= 
(East & South 

Africa) 

Oa 
(West Africa & 

West Indies 
RUPEES (India) 82 % 
—Do— (Rangoon) 82 % 
—Do— (Aden) 82 % 
STRAITS ‘$ 52 


US. 
CANADIAN $ 


24 15/16 delivery within 
2 months with 
a cut of 1/16 


MINIMUM BUYING 
1/32 
1/16 
3/32 " 
1/8  60-90d/s. 
5/32 


1/3 
1/3 
1/3 
1/3 
1/3 
1/3 1/8 O/D if under L/Credit. 
1/3 3/16 O/D with L/Credit 
1/32nd up every 30d/s. 
1/3 5/16 O/D if under L/Credit, 
1/3 3/8 O/D with L/Credit. 
1/32nd up every 30d/s. 
83 34 TT: 


ga O/D. 

84 % 7 & 30d/s. 
84 % 60d/s. 

84 %  80d/s, 


All buying rates 
teas higher than India. 


for every fur- 
ther 3 months 


forward, 
U.S. NOTES 
AUSTRALIA, 1/6 % 
NEW ZEALAND, 1/6 7/16 


% O/D if under L/Credit. 
8 & O/D without L/Credit. 
84 -& 30 & 60 d/s. 
5) Ye _ & O/D. 

5 30 ys 
og: a 2! eg eee Raa 
25 5/16 °O/D—30d/s, 
25 3/8  60—90d/s. 
258) ee (Banks to pay Insur. 

ance and Postage). 

1/6 % Anas 


1/6 15/16 O/D. 
1/6 13/16 TT. 
1/6 7/8 O/MN. 


No official exchange rates are quoted for Chinese money— CN$ or GY 


notes, 
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HONGKONG STOCK & SHARE MARKET 


The market drifted lower on the first 
two days of trading for the week, 
August 16 to August 20. From then 
on prices hardened. The announce- 
ment of resumption of interim divi- 
dends by the Dairy farm and_ the 
Hongkong Tramways were, perhaps, 
responsible in arresting the decline, 
and causing the long-awaited rally. At 
the close the tone was steady to firm. 

Other favourable news marketwise 
were rumours of the sale of vacant 
land in Repulse Bay by the Hongkong 
& Shanghai Hotels for about $700,000, 
and the possibility of a new issue by 
the China Light & Power in the near 
future. The latter market report fol- 
lowed the call of the balance of $3 per 
share outstanding on 600,000 shares is- 
sued in 1941. 

Traders were unwilling to express 
opinions whether the new Currency 
announced by China to become: effec- 
tive August 23 will have any effect on 
local share prices, pending complete 
details. However, it is felt that if its 
value can be maintained there may be 
possible repercussions here of a nature 
which will be very favourable to the 
share market. 

Volume during the week showed a 
marked improvement. Total sales re- 
ported amounted to 75,044 shares of an 
approximate value of $214 millions. 
an increase of $900,000 -compared 
with the previous period. 


STOCK EXCHANGE COMMITTEE 
REPORT 


Compared with some of its imme- 
diate predecessors there has been quite 
an improvement in the market last 
week, particularly in the sections of 
the lower priced favourites. There have 
been sustained enquiries, especially for 
Cements. China Lights, Hotels, Wat- 
sons and Electrics, and at the close 
supplies are short of requirements. The 
period ends buoyantly with a possible 
uplift in rates. 

The following Interim Dividends 
have been declared:—Dairy Farms 
$1.20 for the Old shares and 90 cts. for 
New shares, free of Tax payable 15th 
prox.-Hongkong Trams 55 cts.-less 10% 
Tax, payable 13th prox. 


Price Index 


The Felix Ellis price index of twelve 
representative active local stocks de- 
clined to a new low of 146.78 on the 
17th, but recovered to i41.80 at the 
close to show a net gain for the period 
0.53 compared with the close of the 
previous week: Day-by-day the aver- 
ages were: August 16, 141.10; August 
17, 140.78; August 18, 140.93; August 
19, 141.59; August 20, 141.80. 

The High and Low for 1947 were 
155.82 and 123.88 respectively. The 
digh for 1948 was 148.68 on February 
iZ, while the low was 140.78 on the 
17th August. 


Dividends 


The following dividends were declar- 
ed during the week: 


The Dairy Farm Ice & Cold Storage 
Co., interim for account of 1948, $1.20 
net on old shares and .90 cents net on 
new shares, payable 15th September. 


The Hongkong Tramways, interim of 
.55 cents less 10% Corporation profits 
tax for account of 1948, payable 13th 
September. 


Company Reports 


The Report and Accounts of LANE, 
CRAWFORD Ltd for the _ twelve 
months ending 28th February 1948 re- 
veal a net profit of $1,058,703, a de- 
cline of $102,842 compared with the 
preceding ten-month period. Fixed 
Assets have increased by $150,229 
while Current Assets exceed: Current 
Liabilities by $1,640,408. Compared 
with the vrevious account the value 
of stocks has increased by $794,557 to 
$1,999,807. The final dividend of $2 
and bonus of $1 will be payable on 
the 26th August. 


The net vrofit for the year ending 
December 31 1947 of the CHINA EM- 
PORIUM Ltd. was $253.779. The re- 
port and accounts for that period re- 
veal that the value of stocks increased 
by about $600.000 to 31.554,134 while 
there are commitments for goods on 
order amounting to $1.783.574. Current 
Assets exceed Current Liabilities by 
$957,121. A dividend of .80 cents ner 
share, absorbing $160,444 will be paid 
on August 28. 


Business Done 


H.K. GOVT. LOANS: 4% @ 100. 

BANKS: H.K. BANKS @ 2015, 
2020. 2010. 2005, 2010. 2015. 2020. 

INSURANCE: CANTON INS. @ 
385; UNIONS @ 1770. 765, 770, 765. 

DOCKS & GODOWNS: WEHARVFS 
Old ‘@_150, 148 and New @ 143: NP. 
WHARVES @ 8%: H.K. DOCKS @ 
29; CHINA PROVIDENTS @ 21. 


_ HOTELS & LANDS: H.K HOTELS: 
15%, 15.15. 15.40. 15.30. 15.40, 1534. 
15%. 153%: LANDS @ 77%. 78; S’HAI 
LANDS @ 4%; HUMPHREYS @19.60. 


UTILITIES: H.K. TRAMS @ 21. 
21%, 22, 22.10. 22; STAR FERRIES @ 
135. 136; CHINA LIGHTS Old @ 21. 
214%, 22, 22%. 22.40, 2214. -22! and 
New @ 17: H.K. ELECTRICS @ 39, 
3934, 39, 39%4, 39. 39%. 3914, 3934. 
401%; MCAAO ELECTRICS @ 25. 
2434; TELEPHONES @ 39. 


INDUSTRIALS: CEMENTS @ 40, 
39, 39%, 40. 40%. 41%. 41%. 4134. 
42. 421%. 4234. 4214: H.K. ROPES @ 
17%: DAIRY FARMS Old @ 45. 4614, 
47. 47%; WATSONS Old @ 5834, 59. 
60%. 
STORES: SINCERES @8.20; W 

ON CO. @ 116. oer wie a 


RUBBER COMPANIES: 
Merah @ .75, eben 
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FINANCIAL STATEMENT OF HONGKONG GOVERNMENT 
FOR THE MONTH OF FEBRUARY, 1948. 
REVENUE AND EXPENDITURE. 
General Revenue Surplus as at 31st January, 1948 ........ 39,873,097.41 
Revenue for February, 1948 ................ one eee ae ae iol 40611 
, 53,054,593.52 
Expenditure for February, 1948 ...........0.ccceeeeccececcese Olea ole ed 
Surplus: B paeeeyset-o ee $42,859.675.08 
STATEMENT OF ASSETS AND LIABILITIES AS AT 29TH FEBRUARY, 1948. 
DEPOSITS :— LIABILITIES. ae ASSETS. 
overnment S sf AND :— 
Contractors ervants and Treasury No. 1 Account $ 39,391,494.25 
-M. Government ...)))"! : Sees 7, Nes 7 eos 
Other Administrations ||| 1,003,570.90 EON senor aay Sip 
Miscellaneous .......... 6,894,791.53 $ 41,136,914.35 OD itke a meme a 
(2 3'550:000))) ace 56,800,000.00 $ 97,309,732.81 
SUSPENSE ae) ) eye le nyera S2GDBMONCORM Ty merge a) Maes Maan CateS ees 
Personal. fae cco oe $ 572,143.19 
Other Administrations : 1,942,784.16 
Miscellaneous _.........- 4,200,342.91 6,715,270.26 
CURRENCY FUNDS:— REH'ABILITATION LOAN _.............. 4,709,801.28 
Note Security Fund ..................., Tacorabauge mA SL LOE AL BODES teh Miss ctote 
Subsidiary Note Security Fund ¢0..1.11! 3,521,425.81 Pitre ce choraltGl ie PunTo eel 
Overprintedr Note Gecusliy ata: oe aati Hong Kong University ... 480,000.00 905,000.00 
a * ete INVESTMENT ADJUSTMENT ACCOUNT 1,320.53 
INVESTMENTS : — 
Currency Funds:— 
Note Security Fund—Current Account 8,022,454.40 
Subsidiary Note Security Fund — 
S.C.A. FUNDS:— Current a/c ...... BEM Oe abate $271,425.81 
Chinese Public Dispensaries ............ 6,000.00 omen ager ammret Cp ee IE 5 
mistice Watchmengiiten. tty renee. oe 58,000.00 Sterling Tivesiiee Re es ahs 
assage sone ye «ele. crite arkia tales. orc cere 6,000.00 (£118,117.14.8.) 1,889,883.73 
Coins held by Hong 
Kong & ia ope 
Bank in ondon 
(£29:19'6.) wee 479.60  1,898,872.41 
MISCELLANEOUS FUNDS:— S.C.A. Funds: 
China Provident Loan & Mortgage Co., Ltd. 100,000.00 Chinese Public wh ese 
Education Scholarships Fund ............ 69,987.24 paleo oe Ong 6,000.0 
4% Conversion Loan Sinking Fund ...... 3,265,730.13 peovcrauent zis Hone ate 
Banking and Insurance Companies ...... 84,040,970.40 District Watc ne one 58,000.00 
Grant Schools Provident Fund .......... 251,866.48 Kong Government Loans a 
Water Works—Renewals Fund .......... 391,898.00 Passage Money — Hong 6,000.00 
Supreme Court (Official Administrator, _ Kong Government Loan sUUU. 
Public Trustee etc.) ............. aa 3,237,166.22 Miscellaneous Funds :— 
Grant Schools Building Depreciation Fund 70,669.00 pine ee Seog aan & 
r ¥ _— 
Fixed Deposit ...... 100,000.00 
Education Scholarships :— 
Fixed Deposit ...... $ 3,000.00 
Hong . Kong . Govern- 
mentsizoan, “Se. ee 41,000.00 44,000.00 
4%  Coriversion Loan 
Singking Fund—Sterling 
Investments (£204,108.2.8.) 3,265,730.13 
Banking & Insurance 
General Revenue Balance ............... 42,859,675.08 Companies—Sterling In- 
vestments (£5,252,560.13.0.) 84,040,970.40 
a ee ey cess 
a/c & Fixed Deposits 3,237,166.22 
Grant Schools Building 
Depreciation Sterling 
Investment (£4,000) 64,000.00 
Sundry :=- 
Sterling Investments 
(£12,943.18.4.) seared 207,102.67 
Hong Kong  Govern- 
ment 314% Loan .. 4,235,000.00 4,442,102.67 


$217,526,320.82 


$217,526,330.82 
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JAPAN ON THE ROAD TO PROSPERITY 
Problems for the World at large 


The United States are shaping the 
future of Japan and all other powers, 
including Britain, are onlookers and, at 
best, advisers. That Japan’s industry 
is to be built up and the productive 
capacity of the Japanese expanded has 
become an established principle with 
the American Government and people 
The overriding problem: for the world 
and Japan is how to assure greater ni- 
tional wealth to the Japanese thus im- 
proving wages and labour conditions 
and remove the danger of low price 
sales in foreign markets. In the face 
of a declining China the forceful come- 
back of the Japanese nation further 
oses an important prablem: leader- 
ship of the people and countries in the 
Far East. 

British, public opinion has not over- 
much taken cognisance of the implica- 
tions of Japan’s re-emergence and the 
U.S. determination to restore Japan to 
@ position of strength and high pro- 
ductivity. Except for import and 
export British interest was limited. In 
the following lucid article of The 
Statist, of London, the British point of 
view as regards Japan of today is well 
erpressed. 

* * * * 


Even three years after VJ-day it is 
not easy to arrive at a clear picture of 
the probable future status of the Jap- 
anese economy. In view of the over- 
whelming predominance of American 
influence in deciding the shape of eco- 
nomic things to come, it is not surpris- 
ing if in Britain there is somewhat 
limited interest in the subject, apart 
from that taken by traders who wish 
to ship goods to and from the Japanese 
market, and by the British textile in- 
dustries who fear Japanese competition 
in the countries where at present they 
enjoy favourable conditions for export 
trade. Recent events in respect of 
Western Germany, however, suggest 
that the economic reconstruction of 
Japan may shortly be made to proceed 
at a more rapid rate than heretofore. 

As in Germany the whole crux of the 
matter is the question of “permitted” 
industry. A lot of ground has been 
covered from the original standpoint 
on this subject. It was more than a 
year ago that General MacArthur stat- 
ed publicly that “We do not wish to 
remove from Japan what the United 
States taxpayer will have to pay for in 
two or three years time’—thus indicat- 
ing a complete reversal from a strin- 
gent reparations policy. During 15 
months which have elapsed since this 
statement emphasis has shifted from 
the extent to which Japan must be 
kept down to the extent to which she 
can be built up sa as not to become a 
constant drain upon the United States 
Treasury, whilst allowing the neces- 


sary safeguards against new aggres- 
sion. ; . 
The issue has taken on increasing 


urgency as it has become more and 
more apparent how limited are the 
prospects of building up China as an 
alternative industrial power in the 
East, and as the problems involved in 
Indian partition go their way. The na- 


tural role for a “safe” Japan would be 
the industrial workshop for the Far 
East. If the electric-power plant, iron 
and steel plant, machine tools, electri- 
cal machinery and the like which re- 
mained in Japan at the end of the war 
are not to be.the subject of large-scale 
reparations, it is conceivable that they 
may eventually be permitted to play 
some part in the development of the 
Eastern world as a whole. Agricultur- 
al machinery and transport equipment 
from Japan, for example, would be of 
great value to the surrounding coun- 
tries of Asia in the development of 
their economies and the raising of na- 
tional living standards. 

A high degree of industrial diversity 
would be the best safeguard against 
the threat of Japanese textiles flooding 
world markets at low cost. In his study 
for the Royal Institute of International 
Affairs on “New Paths for Japan” Mr. 
Hugh Wakefield points out that “Japan 
may be forced into a position where 
an undue and, in normal circum- 
stances, uneconomic proportion of her 
brains, energy and capital is directed 
to a very limited range of enterprise 
for lack of others.” Under the original 
programme drawn up by S.C.AP., 
whereby it was suggested that 80 per 
cent. of Japanese post-war exports 
should consist of textiles, this is un- 
doubtedly what would have happened. 
This figure would be 15 per cent. 
higher than the contribution of textiles 
to total Japanese exports in 1927. a 
year of peak textiles activity. 

In 1927, it shovid also be borne in 
mind, over half the value of textile ex- 
ports consisted of raw silk. It is very 
unlikely that the Japanese trade in silk 
and silk manufactures will recover to 
the pre-war level. Since the end of 
the war the demand for silk (after the 
immediate restocking period) in Japan’s 
most important market, the U.S.A., has 
been disappointing, one contributory 
factor being the almost complete sur- 
render of the women’s stocking trade 
to the producers of nylon. The acreage 
given over to cultivation of mulberry 
leaves was reduced by more than half 
during the war, and the quality of co- 
coons declined markedly. Also Japan- 
ese farmers have found it more profit- 
able, apparently, to cultivate: rice for 
the black market than silk for export. 
For these reasons Japan would be 
obliged to concentrate more extensive- 
ly on the production of cotton and 
rayon textiles, and to a lesser extent 
worsted textiles, for the export trade. 

To attempt to dispose of this problem 
by a deliberate limitation of the 
volume of output of the Japanese tex- 
tile mills, as was suggested at the 
Anglo-American Cotton Conference 
last April, is to approach it from the 
worst possible angle—for, as the dele- 
gates themselves were aware, this 
would defeat the very purpose it was 
intended to achieve, by making an era 
of cut-throat competition inevitable 
when the occupation ended. The mea- 
sures taken by S.C.A.P. to revive the 
Japanese industry—such as the ship- 
ment of cotton from. America and the 
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arrangements for the supply of wool 
from Australia and New Zealand—in- 
dicate the point of view prevailing in 
official circles in the United States. It 
does not seem that anything said or 
done by Lancashire, or by the British 
Government for that matter, can pre- 
vent this revival, the progress of which 
is slower than might be imagined from 
the recent protests. In 1947 output of 
cotton yarn in Japan was only 17 per 
cent. of the 1938 level; wool yarn, 22 
per cent.; rayon filament 8 per cent., 
and staple fibre, 4 per cent. of the 1938 
level. And though the production of 
Japanese cotton piece, goods in the first 
quarter of 1948, at 193.7 million square 
yards, was the highest since the end of 
the war, it represents only about 16 
per cent. of the pre-war volume for an 
average quarter. 

An excessive concentration on the 
development of the textile industries 
of Japan would be almost certain to 
perpetuate the low-cost conditions for 
labour which are regarded as the great 
potential threat. The raw materials 
for textiles, with the exception of 
rayon, must be secured from abroad, 
and if the high prevailing prices of 
these are to be offset, it must be at the 
expense of labour. It is foolish to ac- 
ceuse the Japanese as criminals because 
their wage rates are low, especially in 
the conditions of military defeat and 
occupation, since low wages are the 
result of national poverty. The best 
way to raise the standard of wages in 
the Japanese textile industries would 
be to raise the national standard of 
living of the country, and since the 
standard of living is based on produc- 
tion, this implies a restoration of pro- 
ductive capacity. 

A certain amount of confusion, on 
the subject of Japanese wage rates has 
arisen because before the war the real 
incomes of that part of the community 
engaged in the production of consumer 
goods rose only modestly at a_ time 
when industrial production was rising 
sharply. This was partly due to agri- 
cultural depression, but more especial- 
ly a result of concentration upon capi- 
tal goods production for the coming 
war; the rise in total production very 
largely reflected the rise in output of 
capital goods. Money wages in the 
heavy industries rose steeply, while 
everywhere else they remained station- 
ary or declined. If the expansion had 
been in the output of consumer goods 
there is every reason to suppose that 
there would have been a_ substantial 
rise in the living standards of the 
whole community. This in tum would 
have _produced a demand for better 
conditions for labour, and the improve- 
ment in wages implied. 


Really the only answer to the “Jap- 
anese threat” is not economic restric- 
tion but the very opposite, economic 
expansion of the country—the very po- 
licy which the anti-militarist party 
wished to pursue in 1936-37 before 
they were overruled by the aggressive 
intentions of the army. To quote Mr. 
Wakefield once more: “The purely eco- 
nomic interests of Japan have in re- 
cent times resembled those of Great 
Britain in the middle of the nineteenth 
century. Those interests lay in main- 
taining conditions favourable to a gen- 
eral expansion of production and for- 
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eign commerce throughout the world; 
that is to say, freedom in international 
exchange, vigorous price competition, 
both internal and external, and a high 
degree of mobility in the factors of 
production. But if, as has been said, 
Japan entered the political scene “too 
late for Empire” she also entered the 
economic scene “too late fer economic 
liberalism.” For by the time Japan 
was ready to makeher entry asa seri- 
ous competitor her chief rivals had lost 
their faith in economic liberalism. By 
the nineteen-thirties industrialists and 
Governments in Europe, the British 
Empire, and even the United States, 
were concerned with preserving the 
status quo in international trade, and 
they occupied themselves with devis- 
ing schemes for the protection of estab- 
lished producers.” 

To say this is not to absolve the 
Japanese from the offence of aggres- 
sion. But if the attempts now being 
made to revive policies of economic 
liberalism in the world leave out of 
account Japan, this will be the equi- 
valent of. forcing the criminal back 
upon. his life of crime. With China 
proving something of a broken reed, 
the industrial potential of Japan  be- 
comes an increasingly important factor 
in the Far East. It is not disputed 
that a certain volume of textiles dis- 
patched to markets where there is a 
demand for the cheaper types of such 
product could make a significant and 
useful contribution to rehabilitation in 
many areas without harming the ex- 
porting interests of rival producing 
countries. The same is true of a wide 
range of other products, such as leather 
goods, glass, ceramics, light chemicals, 
cement and light metal goods. Elec- 
trical, textile and mining machinery 
are other products in short supply in 
some parts of the-Far East, in connec- 
tion with which Japan has capacity to 
fill the gap. Although before the war 
the volume of textile exports tended to 
overshadow everything else, a host of 
minor industries were expanding, and 
their products were beginning to enter 
into export trdde in increasing 
amounts. 

Two additional considerations seem 
to postulate the industrial recovery of 
Japan in this post-war period. One is 
the need to place Japanese agriculture 
upon a more efficient basis, since it is 
the large army of peasant-cultivators 
operating at a subsistence level which 
has been the main repository of the 
national myths upon which the militar- 
ists have played so effectively; and 
which could constitute a force for fu- 
ture discontents. Agrarian reform to 
keep the burden, of debt from the neck 
of the Japanese peasant has as_ its 
corollary an expansion of foreign trade 
in which Japanese manufactures are 
exchanged for imported food. The 
other consideration is that if Japan is 
to pay her way in the world she must 
be able to cover the cost of raw 
materials by exports of finished goods, 
and that not only in respect of textiles, 
for the reasons above mentioned. 


Among these raw materials which 
must be obtained from abroad are 
metallic ores, textile fibres, rubber, 


vegetable oil, hides and skins, mineral 
oil, phosphate ore, salt and potash. 
This is a formidable jist, and it has 
lengthened, of course, since the loss of 
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REPORTS FROM JAPAN 


Population Increase 


Japan’s population in 1947 increased 
by 1,562,587, the greatest natural in- 
crease recorded since 10 years. 

The population as of October 1, 1947 
was- 78,090,991. 

There were 2,714,786 live births dur- 
ing the year and the birth rate was 
34.8 per thousand of the population, 
the highest recorded rate since 1926. 
Deaths totalled 1,152,199 or 14.8 per 
thousand of the population, the lowest 
since 1872, when mortality rates first 
became available. : 


Exchange Control 


The Japanese Board of Trade is 
currently working on a draft pro- 
gramme for the establishment of a 
foreign trade control law which will 
involve the control of foreign ex- 
change, as soon as an Official rate for 
the yen will be established. 


Resumption of Japanese Port Control! 


Beginning on October 1 SCAP will 
turn over the control of the ports of 
Kobe, Tokyo and Yokohama back to 
the Japanese Government but retain 
authority on items required for exclu- 
sive use of the occupation forces. 

SCAP recently issued a directive 
that the Japanese were gradually to 
assume responsibility for all port and 
terminal operations in connection with 
the handling of commercial cargo for 
private consigners and assignments of 
civil relief supplies into Japan. 


US Army Aid to Textile Industry 


In a move to help put the Japan- 
ese textile industry on its feet again 
the U.S. Army is buying four million 


colonies and control over Manchuria. 

The very strong feeling against an 
economic revival of Japan is based on 
the fear that she will swamp world 
markets, “as she did before the war.” 
The actual statistics on Japanese trade, 
however, suggests that the pre-war 
contribution to total world trade could 
easily be exaggerated. Between 1929 
and 1937, the period of “Japanese eco- 
nomic expansion,” her proportion of 
total world exports rose from 2.94 per 
cent. to 3.46 per cent.; her total of 
world imports from 2.80 per cent. to 
3.90 per cent. What created the im- 
pression of a country that was making 
dangerously rapid inroad into world 
market was, first the fact that the de- 
velopment occurred when world trade 
as a whole was~ stagnating; and, sec- 
ondly, the fact that her exports no 
longer depended: heavily on raw silk. 
It is still a long road to travel before 
even this pre-war position will be 
again achieved. It is not true that the 
aggressions of the late war were forced 
on Japan by the frustration of her na- 
tural economic development; but any 
such policy of frustration now could 
be the breeding ground for even worse 
calamities. 


pounds of dye-stuffs to be shipped to 
Japan in the next six or nine months. 
Since the war’s end the shortage of 
raw materials had hampered restora~ 
tion of Japan’s dye industry. Before 
the war Japan was the major produc~ 
er of dye-stuffs and a competitor in 
world markets, especially in sulphur 
colours. Japanese dyes were widely 
used then in many areas of the Far 
Kast. 


Future for Silk 


The Japanese silk industry has no 
need to worry about its future if it 
maintained the present standards of 
quality and kept irresponsible dealers 
out of the business, Mr. E. R. Cline, 
an American businessman, told the 
Japanese public. Mr. Cline said that 
there is no difficulty in finding buy~ 
ers for Japanese silk in the United 
States. He did not believe there would 
ever be a time when nylon or rayon 
would completely. take the place of 
silk. There was no doubt that there 
was a demand for good silk merchan- 


dise. Mr. Cline said that he found 
that women preferred silks for 
hosiery. 


Future for Watch Exports 


Japan which is reputed to be the 
world’s second largest watchmaker is 
gradually recovering her prewar mar- 
ket of watches and clocks in Asia and 
other parts of the world. According 
to a survey made by the Japan Trade 
Board, Japan exported a total of more 
than 170,000 time-pieces to South Asia 
and the United States on a govern- 
ment to government basis in a one- 
year period beginning in July last 
year. The first postwar shipment of 
Japanese clocks and watches was made 
to Hongkong. 


China’s Exports to Japan 


China ranked second in countries 
which supplied Japan with food or raw 
materials in the first six months of 
this year. Shipments from China be- 
tween January and June this year con- 
stituted more than four per cent of 
Japan’s import trade in the same 
period. Shipments are mainly iron 
ore and soya beans. 


Japanese Journalists in the U.S.A. 


Japan’s chief needs are food for. her 
people and capital to prime her indus- 
trial pump, according to Bunshiro 
Suzuki, editor of a Japanese paper, 
who is now touring the U.S.A. Other 
Japanese journalists are en route for 
the U.S. where they will study condi- 
tions and acquaint the American public 
with Japan of today. 

Mr. Suzuki outlined:—Industrial 
capital is vital for Japan if she is to 
take her place among self-supporting 
nations. She is at present far from 
self-supporting and can pay for food 
and for capital only on generous credit 
and reasonable terms. The textile in- 
dustry would prove one of the first in 
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TWO GOVERNMENTS 
IN KOREA 


There are now, three years after 
the end of the war in the Pacific and 
the nominal liberation of Korea, two 
Korean governments functioning in the 
country; in the US controlled part, 
with headquarters at Seoul, a right- 
ist regime under President Syngman 
Rhee has been established while in the 
northern part oi Korea, which is 
CSSR controlled, a leftist adminis- 
tration, with headquarters at Pyong- 
yang, has neen previously established 
under Chairman Kim [l-Sung. 


The situation, as far as the Korean 
people are concerned, has not mater- 
ially changed after the establishment 
of the two regimes in north and 
south Korea as the actual control 
continues to be wielded by the vres- 
pective two alien military occupation 
authorities. As long as the political 
gap between the US and USSR re- 
mains as wide as it appears. at 
present, there is no hope for  -the 
Koreans to effect a unification of their 
country. 


It is, of course, realised by all 
educated Koreans that the process of 
eventual unification of Korea may be 
accompanied by much violence and 
that the emergence of a compromise 
government only could prevent  in- 
ternecine _ strife, Compromise in 
Korea, as well as in so many other 
countries, will largely depend on the 
peaceful solution of the rift between 
the two major powers in the post- 
war world. 


SS SR i RT Sa ESTOS CS 
BRITISH TYPE PARLIAMENT IN 
SIAM 


Siam will have a two-House Parlia- 
ment under a new draft Constitution, 
according to a resolution passed by the 
Constituent Assembly on August 19, in 
Bangkok. The Lower House will be 
elected by popular vote, while the Up- 
per House will comprise members no- 
minated by the King. The new Con- 
stitution, which is described as of a 
British type, is expected to be promul- 
gated early in 1949, 


which American capital can safely in- 
vest owing’ to world demand for tex- 
tiles, and the women of Japan strongly 
resist Communistic influences and _ its 
industry is one of the most stable and 
the least affected by agitation. 

The Japanese welcome American 
leadership because they have long 
been aware that the war was not start- 
ed by the Americans—that their best 
interests have lain with those of the 
Americans and that their industrial 
recovery depends on American aid. 


CONDITIONS IN 


In his report to the Kwangtung Pro- 


vincial Assembly last June, the Gover- 
nor, Mr. T. V. Soong, outlined the pre- 
sent position in the Province under his 
control. When Mr. T. V. Soong in 
October 1947, became Governor of 
Kwangtung there were 10 regiments of 
the Provincial Peace Preservation 
Corps with a nominal total of 16,000 
men. Their pay was low and uniforms 
were almost non-existent, which had a 
direct bearing on their morale and 
efficiency, so that they became a bur- 
den to the people. Mr. Soong’s first step 
was to improve their pay and equip- 
ment, which are now equal to those of 
the National Government troops. Also 
increased was the number of men in 
each regiment to 1,600 each. 


The North River area communica- 
tion lines with Kwangsi have been 
completely reopened. Communist ban- 
ditry on the Fukien border has _ been 
placed under contro! and uninterrupted 
communications on the Pearl River and 
along the East River have been main- 
tained. 


Preparations are underway to wipe 
out banditry in southern Kwangtung 
and Hainan. 


During the last six months Mr. Soong 
concentrated on improving the Provin- 
cial forces. It is Mr. Soong’s plan in 
the coming six months to concentrate 
on improving the local defence forces 
cf the districts and the villages. 


Kwangtung Province is normally a 
food-deficiency province and the situa- 
tion has been aggravated by last year’s 
devastating floods. In order to meet the 
critical months this summer between 
the exhaustion of last year’s crops and 
before the summer crops ripen, the 
government has used very means to en- 
courage rice dealers to transport rice 
from the surplus areas within the pro- 
vince. It has also raised funds to pur- 
chase from the neighbouring province 
and from abroad. From Kwangsi the 
Provincial Govt. bought 300,009 piculs 
of paddy; from Hunan 310,000 piculs; 
from Hupeh 10,000 piculs and from 
Siam (both by purchases and from 
contributions from overseas Chinese) 
60,000 piculs; from the National Foods 
Commission 100,000 piculs and from 
the American China Relief Mission 
23,744 tons of rice. Ration has been 
successfully instituted in Canton and 
Swatow. 


Mr. Soong reported briefly on the re- 
construction work and stated thai after 
last summer’s disastrous floods, the 
dykes along the province’s waterways 
had been strengthened, but the work 
done so far had been of an emergency 
vature. Any permanent project would 
require the assistance of foreign water 
conservancy experts. He forecast that 
this would be one of the province’s 
major projects over the coming years. 


When the Governor took office last 
autumn he was embarrassed by the 
frequent stoppages of electricity in 
Canton because of the shortage of coal. 
He has now secured an adequate allot- 
ment from Taiwan and has also ar- 
ranged for. supplies from Hiunan. The 


city now has a three-months reserve on 
hand. 


August 25 


KWANGTUNG 


Mr. Sopng disclosed that the Provin- 
cial Government had secured a loan 
from the four Government banks for 
the development of Whampoa. The 
Ministry of Communications will parti- 
cipate in this development work. 

The Pearl River at Whampoa is be- 
ing constantly dredged, and work is 
going ahead with the reconstruction of 
of wharves. A branch line of the Can- 
ton-Hankow Railway now runs through 
Whampoa and the highway connecting 
this port with Canton has been repair- 
ed. 


CONSTRUCTION OF THE WHAM- 
PAO HARBOUR 


The construction of a harbour at 
Whampoa, intended partly to supersede 
Hongkong, has been a standing project 
for a great many years. No practical 
solution to the problem of _ building 
this future harbour of South China has 
as yet been found but plans are fre- 
quently made especially by new au- 
thorities in Kwangtung. 

During the current year several offi- 
cial announcements have been made 
regarding the building of Whampoa 
harbour and in connection with this 
old scheme other development plans 
were publicised; the official amnounce- 
ment of May 14, made by the Kwang- 
tung Information Office, assured the 
people that a “three-way programme 
for economic reconstruction of Kwang- 
tung” has been approved and will be 


realised within a short time. The pro- 
gramme calls for: 

1. The developinent of Hainan 
Island. 

2. The construction of a modern 


harbour at Whampoa for ocean-going 
ships. 

3. The construction of a_ coastal 
railway which will eventually be link- 
ed to the Canton-Hankow rail-line. 

The development of Hainan includes 
a harbour at Yulin, expansion. of the 
Island’s fishing industry, the - develop- 
ment of iron mining and an increase in 
the production of native goods for ex- 
Port. 

Encouraging investments by overseas 
Chinese in Indonesia, Indo-China and 
Malaya are expected to play a large 
part in the programme. 

There is much scepticism in Canton 
about the possibility to realise this am- 
bitious scheme. As regards Hainan, 
the Provinciai Govt. is only in control 
of less than 10% of the island and 
even this hold is contested by the Com- 
munist army on Hainan. The harbour 
construction of Whampoa and the 
building of a coastal railway are pro- 
jects which can only be realised with 
foreign capital and technical assistance. 


REPORTS FROM CANTON 


The small denomination CN$ notes 
taken in by the Central Bank branch 
in Cantcn were so large in volume 
that the warehouse of the bank was 
too small to hold them and_ the 
Provincial Finance Department was 
asked to loan its warehouse for that 
purpose. Several car-loads of the 
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AREA AND POPULATION OF CHINA UNDER 
COMMUNIST CONTROL 


A communique or the increase in 
area, population and cities and towns 
of the areas under Communist control 
during the second year of: the “People’s 
Liberation War” ending June 30th of 
this year was issued by General Head- 
quarters of the Chinese People’s 
Liberation Army (ie. the army under 
Communist control) in the first week 
of August. , 

155,000 square kilometers of  terri- 
tory were occupied hy the People’s 
Liberation Army during “this period. 
This brings the “liberated areas” to a 
total of 2,355,000 square kilometers 
which is 24.5 percent of China’s total 
area, or 62.6 percent of the area of the 
22 provinces in which the People’s 
Liberation Army is operating. These 
22 provinces, which do not include 
guerilla areas south of the Yangtze 
river. are the 9 Manchurian provinces; 
Jehoi; Chahar; Suivuan; Honei; Shensi; 
Kansu; Ninghsia; Honan; Hupeh; An- 
hwei; Kiangsu; and Shantung. 

37 million vopulation came under 
Communist authorities’ control during 
the vast year, bringing the “liberated 
area” population to a total of 168 mil- 
lion. This is 37 percent of China’s total 
popuiation. or 63 percent of the vopr- 
lation of the 22 provinces in which the 
People’s Liberation Army is operating. 

164 cities and towns were occupied 
by the People’s Liberation Army dur- 
ing the past year, bringing the “dliber- 
ated area” total number of cities and 
towns to 586. Among them, 579 are 
county towns. cities, provincial capitals 
or special cities. The latter number is 
28.8 percent of China’s total number of 
county towns and cities, or more than 


AEE ETT EY 


small notes were taken to the new 
warehouse. Each car contained 200 
bales of notes to the total value of 
CN$80 billion. 

To dispose of these small notes the 
Yimpo Paper Mill is negotiating with 
the Central Bank to buy them for 
use as material for paper making. 

When observing the “Ghosts Relief 
Festival” some people in Canton were 
seen burning notes of small deno- 
mination instead of joss paper, which 
is more expensive than real paper 
money. 


GOLD SHOPS 


The abnormal growth of the gold- 
smith shops in Canton amid general 
business depression is the result of 
the present unstable trade conditions 
and inflation which caused business- 
men td divert their interest. to 
speculations in gold and foreign cur- 
rencies. 

Almost without exception the gold- 
smith shops are engaged in the money 
changing business, although black- 
market dealings in foreign currencies 
and gold are officially not allowed. 
In view of the continued depreciation 
of the national currency, people con- 
vert their holdings of national 
currency into Hongkong dollars. 


54 percent of the county towns and 
cities of the 22 provinces in which the 
People’s Liberation Army is operating. 
The other 7 are important towns in- 
cluding Meihokow in Liaoning, Peipiao 
in Jehol, Lungkow, Choutsun and 
Changtien in Shantung, Yuncheng in 
Shansi and Loho in Honan. 

Compared with the population, cities 
and towns and areas of the liberated 
areas at the time of the Truce Agree- 
ment in January 1946, the “lberated 
areas” up to June 30, 1948, increased 
their population by 19 million, increas- 
ed their cities and towns by 80, but 
reduced their area by 35,000 square 
kilometers because certain sparsely 
populated areas in Chahar and Sui- 
yuan provinces have not been recover- 
ed 


The total area. population and num- 
ber of cities and towns of the various 
“liberated areas” were as follows on 
June 30th:— 

(1) Manchuria (including the Ho- 
vei - Chahar - Jehol - Liaoning area): 
1.489.500 square kilometers, vopulation 
42,750,000, and 186 cities and towns. 

_ (2) North China: 230,000 square 


kilometers, population 44 million, and 
176 cities and towns. 
(3) Northwest China: 226.709 


square kilometers, population 6,920,000, 
and 77 cities and towns. 

(4) Central Plain: 237,400 square 
kilometers, population 30 million, and 
72 cities and towns. 

(5) East China (including Shantung 
and north Kiangsu): 171.400 square 
kilometers. population 44,330,000 and 
75 cities and towns. 


* * ” * 


SOUTH CHINA AREAS 
UNDER FULL OR 
PARTIAL COMMUNIST 
CONTROL 


Apart from Hainan island which is 
to about 75% fully controlled by the 
Communists who have set up there 
since a long time their own adminis- 
tration, in the following seven areas of 
South China guerillas operate and 
large parts of the countrySide are un- 
der Communist control :— 

I. East River Area:—Includes most 
of the major towns in the East River 
District, such as Haifung, Kityang, 
Fungsun, Hoyuen and Weiyang (Wai- 
chow). 

II. Kwangtung-Fukien Area.: —In- 
cludes the towns of Taipo, Muiyuen. 
Chiuling of Kwangtung Province and 
stretches beyond Wingting, Lungan of 
Fukien Province. 

III. Kwangtung - Kiangsi - Hunan 
Area:—lIncludes outlying villages of 
Canton, Sunfung, Yungyuen, Linping 
of Kwangtung Province; and stretches 
beyond the borders of Kiangsi and 
Hunan Provinces. 

IV. North River Area:—Includes 
the towns of Chingyuen, Hsewui. Lin- 
yuen of Kwangtung Province and goes 
into Kwangsi Province. 

V. West River Area:—Includes part 
of the south district of the North River 
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in Kwangtung Province, with major 
towns such as Yangshun, Hoiping, Toi- 


shan, Sunhing, Wenfou, Loting and 
Tinpak. 
VI. Luichow Peninsula Area: —Em- 


braces the whole Luichow Peninsula, 
stretches beyond the western border of 
Kwangtung Province into Kwangsi. 

VII. Canton-Kowloon Area:—It is 
the smallest area, but controls larger 
sections of the Canton-Kowloon Rail- 
way in Chinese Territory. 


The Question of Chinese 
Tung Oil Dumping in U.S. 


The problem of bringing to a lialt the 

dumping of thousands of tons of Chin- 
ese tung oil into U.S. domestic con- 
sumer trade was debated at the annua! 
convention of the American Tung Oii 
Association held recently in the Mark- 
ham hotel, Gulfport, Miss. More than 
250 growers and millers attended the 
two-day meeting. 
_ Ed. C. Gay, president of the associa- 
tion, blamed the situation on Chinese 
exporters and speculators, many of 
them dealing in the black market, “in 
a crazy race for American dollars.” 
The American tung. oil industry is the 
goat in this operation, he declared. 

Mr. Gay reported that the association 
appealed to Congress and succeeded in 
having revived the anti-dumping act. 

“Bear in mind the industry is not 

seeking a ban on the importation of 
tung oil from China or any other coun- 
try,” he said. “We only ask that a pro- 
tective tariff be levied to prevent the 
peri er industry from being destroy- 
e 0, 
_ He said that the associaton, in hav- 
ing the act revoked, submitted proof 
that the Chinese themselves admitted 
that oil selling in Shanghai at 47c. a 
pound was shipped to New York and 
sold at 23.5c. a pound. 

A_ slowing down of the importation 
of Chinese oil has resulted from the 
imposition of a 2.5c. a pound bond on 
all Chinese tung oil imports, Mr. Gay 
said, coupled with a warning to impor- 
ters by the government that retroactive 
fines would be imposed on violators 
convicted under the anti-dumping law. 

Mr. Gay presented a review of the 
domestic industry from the time in 
1925 that tung oil was first produced 
in the United States, and said that the 
industry is so new that few industrial- 
ists know it exists. Tung oil has done 


wonders to many areas of the south 
whose agricultural economy had 
slumped. 


__ The industry was given a boost dur- 
ing the war, according to Mr. Gay, 
when the government commandeered 
its entire output and inaugurated a 
program of planting and developing 
tung orchards throughout the Gul? 
Coast region. As a consequence tung 
nut producton rose from 8,750 tons to 
£7,080 tons annually in the period from 
1941 to 1945. 

Mr. Gay said that the recent harvest 
will break all records in tung produc- 
tion with an estimated yield of 66,700 
tons of nuts, the equivalent of almost 
23,000,000 pounds of oil. 
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COMMUNISM IN SOUTH-EAST ASIA 
The Challenge to the Metropolitan Nations 


Suddenly, in a matter of days, the 
European nations with vital interests 
in Asia have been warned that the 


attack on them which has been held 
in the West is being switched to the 
East.. The warning has come as a 
shock to those who have been allowed 
to forget—by the lack of space in their 
newspapers for regular news from the 
other side of the world—that for three 
years now there has been continuous 
or intermittent war in China, French 
Indo-China, Dutch Indonesia. And the 
shock has come in the form of most 
disturbing news about what appears 
to be concerted disorder and violence 
in Malaya and Burma. It is not “cold 
war” that has been declared, but a 
campaign to bring to fever heat the 
violent and jealous passions which 
have racked South-east Asia since the 
Japanese occupation left the whole 
area unsettled and disorganised. 

In this stage the campaign can only 
be met by force, by emergency military 
and police measures which Mr Creech 
Jones svoke of in the House of Com- 
mons when questioned about the mur- 
ders of British planters in Malaya. It 
will not be overlooked that to apply 
this force and to maintain order in 
South-east Asia will place a new strain 
on the resources of western Europe, a 
commitment which has already invol- 
ved important numbers of French 
trooos in Indo-China and Dutch troons 
in Indonesia. In fact the challenge in 
South-east Asia is not only to govern- 
ment and order in India and China, 
but to the common interests of the 
Powers which signed the Brussels 
Pact. And if it is not met firmly, now 
by repression and in the future by con- 
structive common action, the economic 
health of Europe and many of the as- 
sumptions of the Euronean Recovery 
Programme may be undermined. 

South-east Asia is today a region of 
primary importance in world economy 
as a supplier of foodstuffs and raw 
materials. In rice, sugar, copra and 
coconut oil, palm oil, coffee, spices, 
rubber, petroleum, tin and tungsten. 
South-east Asia is one of the principal 
providers of the world market. Above 
all, it is in part, and potentially to a 
much greater extent than now, a 
dollar-earning area. In 1938 three of 
the five countries of South-east Asia— 
namely, Malaya, Indonesia and Indo- 
China—had favourable’ balances of 
trade with the United States. In 1947, 
30 per cent of Malayan exports were 
sent to the United States, representing 
5 per cent of total American imports 
and equivalent to 24 ver cent of the 
United Kingdom’s deficit in visible 
trade with the United States. The 
condition of developing still further 
this capacity to earn dollars and meet 
the world demand for food and raw 
materials is that stability and order 
should be maintained in the face of 
nationalist demands. 


% * " * 


The great economic development of 
South-east Asia in recent times has 
been brought about almost entirely oy 


investment of foreign capital, which 
was formerly everywhere, except in 
Siam, under the protection of colonial 
administrations of European states. 
The foreign capital coming from Wes- 
tern sources and financing most of the 
larger enterprises of production and 
transport has been in the past mainly, 
but by no means exclusively, drawn 
from the “metropolitan” countries res- 
pectively concerned ineach partof the 
region. In addition there has been much 


capital investment by Indians and 
Chinese -in smaller enterprises, but 
there has hitherto been hardly any 


significant business activity (except in 
one or two areas, such ag southern 
Celebes) carried on by natives of the 


region, whether Burmese, Siamese, 
Vietnamese, Cambodians, Malays or 
Indonesians. 


The rise of nationalism in South-east 
Asia was therefore bound to have a 
marked economic as well as a political 
aspect. It involved a challenge to for- 
eign capital, with demands that in 
each country it should conform to an 
over-riding national economic oolicy, 
contribute more through taxation to 
national revenues and provide for the 
training and employment of increasing 


‘numbers of natives in administrative 


and technical posts. Wherever nation- 
alists gained power. however devoted 
to capitalist econemics, they could be 
expected to have a special regard for 
the business enterprises of their own 
fellow-countrymen and voters. Beyond 
this. if the nationalists; were also So- 
cialists—as would be the more natural 
in the absence of any considerable na- 
tive cavitalist class—the question cf 
nationalisation of foreign concerns Was 
bound to arise. And. finallv. it coule 
he foreseen that there would he ex- 
tremist politicians who would urge 
complete expropriation of foreign pro- 
verty without payment of compensa- 
tion. All these degrees of action 
against foreign cavital would become 
theoretically possible if the European 
sovereignties were to come to an end. 

Nevertheless, wherever a nationalist 
movement took a normal course, there 
were, and are, certain sanctions against 
extreme policies of expropriation, 
quite apart from the use of military 
force. An economically backward 
people whose rulers go too far in the 
first enthusiasm of independence finds 
that it can no _ longer profitably 
operate the expropriated enterprises 
and that it cannot obtain fresh capital 
from abroad. The rulers’ generally 
see that such a policy does not pay, 
even when their ignorant followers do 
not. Thus, in spite of tension and 
mutual recriminations, there is a ten- 
dency towards a new adjustment, a 
more or less satisfactory compromise, 
between the new nationalist, regime 
and the foreign capitalist. But this 
only happens if the rulers, or domin- 
ant political group really want to raise 
the productivity and standard of living 
of their country and see the need to 
come to terms with foreign interests if 
their revenues and credit are to be 
maintained. 
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It is quite otherwise if policies are 
determined or largely influenced by 
ideological and  world-political con- 
siderations for which certain  politi- 
cians are prepared to. inflict most seri- 
ous damage on the national economy 
and actually to impoverish the people 
they profess to benefit. Unfortunately 
it looks as if the infiltration of Mos- 
cow-trained Communists into South- 
East Asia and their manipulation of 
organised nationalist movements have 
involved just such a subordination of 
real national and local interests to the 
grand strategy of the Kremlin. Its 
declared aim is to weaken and cripple 
the Western ‘democratic nations, and 
one of the most effective ways of do- 
ing this is to disrupt their financial 
and commercial relations with parts 
of the world which are emerging from 
a colonial or ~semi-colonial status— 
what Mr Zhdanov has called the “rear 
of the capitalist system.” 

The influence of the Communists 
has had just this effect and has pre 
vented the success of solutions by 
negotiation both in Indonesia. where 
the Moscow-trained Communist Alimin 
has been one of the most influential 
personalities of the revolution. and 
in Indo-China. where the Communists 
were absorbed into the Viet Minh 
amalgamation of parties, but have re- 
mained the most active element with- 
in it. Even when they have formally 
consented to the makng of agreements 
with the French or Dutch, the Com- 
munist leaders have proclaimed that 
these are to be regarded only as 
“breathing spaces” preliminary to fur- 
ther violent struggle. Immediately 
after the Vietnam agreement with 
French, concluded on March 6th, 1946, 
the Viet Minh Central Committee cir- 
culated to its local branches _instruc- 
tions which were quoted in a debate 
on Indo-China in the French National 
Assembly :— 

“We must act in such a way that, 
in two years at the most, all French- 
men. will have left Vietnam, by their 
free will or otherwise. To attain 
these ends, we must endeavour to 
make their private and public lives 
a burden to them. No _ servants. 
hence no comfort; no benefits for 
France, hence French trade, indus- 
try plantations and technicians are 
to be boycotted. No -coolies or 
workmen are to work on French 
plants, whatever the agreements 
that may be concluded in the future. 
lf we are compelled to. provide 
workers, let sabotage render all 
French plants unproductive.” 

_ Such a spirit goes far beyond what 
is to be expected in mere nationalism, 
in the determination utterly to des- 
troy all assets of the metropolitan 
state as well as in the cynical inten- 
tion of violating the terms of whatever 
agreements may be made, the ascen- 
dancy of Communist influence is clear- 
ly apparent. In _ pursuing _ their 
policy the ruling clique of the Viet 
Minh did not shrink from consequen- 
ces which, even without the renewal 
of active hostilities, must have been 
economically disastrous for the Viet- 
namese as well as for the French. 
The Communists would certainly act 
in the same way in Burma and 
Malaya if they had a sufficient degree 
of political control. 
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The Communists have attained their 
present influence in South-east Asian 
‘countries, not by reason of their num- 
bers—for their party memberhsip has 
never been large—but by their dis- 
cipline and by the use of a highly de- 
veloped tactical. technique among in- 
experienced peoples entering suddenly 
into political life. Numerous parties 
have sprung up, centred on personali- 
ties and lacking organisation, coher- 
ence or principles; it has not been 
aifficult for the Communists to pene- 
trate them and make their leaders de- 
pendent on the Communist apparatus 
for the political advancement. 

Nevertheless, there are notable differ- 
ences between the various countries 
concerned. In spite of the precarious 
position of the present Burmese Go- 
vernment, the Communists have so far 
no such hold on Burma as they have 
‘on the regimes of Soekarno and Ho 
Chi Minh. It may appear to some 
observers that the policy of conceding 
full independence to Burma has _ not 
justified itself by results. Yet, if the 
state of affairs in Burma is compared 
with the troubles which still afflict the 
French and the Dutch in Indo-China 
and Indonesia, we should count our- 
selves fortunate. The very fact that 
the Burmese Communists have had to 
resort to open revolt has been due to 
their failure to manipulate the AFPFL 
Government. 

In the long run the extreme revolu- 
tionary trends in South-east Asia can- 
not be overcome by European action 
alone. The only hopeful prospect of 
moderation and compromise lies in the 
emergence of strong native parties, in- 
dependent of European support, yet 
willing to bargain with the metropoli- 
tan nations for mutual economic bene- 
fit. Britain possesses solid political 
assets in consequence of its policies 
towards India and Burma _ since the 
war, and while armed violence must 
be suppressed, no misgivings should pe 
allowed to halt orderly progress to- 
wards. self-government in Malaya. 
Yet more cessions. of political power 
from London, Paris and The Hague 
are by themselves not enough. In 
London it should be the policy to try 
to work with the responsible elements 
of Burmese and Malayan nationalism 
by inviting their participation in plans 
of long-term economic development. 
Into these plans—which would need 
American support—particular items of 
capital investment, whether frori 
private or public funds or from an in- 
ternational agency, could be fitted as 
parts of an ordered scheme, with the 
emphasis no longer on European con- 
venience, but on the raising of living 
standards in South-east Asia. 

Britain and America, as the coun- 
tries which made the greatest sacri- 
fices in liberating South-east Asia 
from the Japanese, should recognise 
the problem for what it is—a problem 
affecting the prosperity, strength and 
prestige of the West in an area on 
which its recovery depends. The 
machinery for their consultation with 
France and Holland lies ready to 
hand: in the first place in the Brussels 
Pact, and in the second in the United 
Nations, where India and China too 
have their contribution to make. 

* 


—From The Economist, London. 
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COMMUNISM IN BURMA 
Expropriation of the Foreigners 


After a period of peace there has 
égain been disturbing news from 
Burma. The Government of Thakin 


Nu, which took over from the victims 
of the machine-gunning last summer, 
continues the rule of the coalition of 
parties known as AFPFL (Anti-Fascist 
People’s Freedom League). But now 
Thakin Nu has announced his resigna- 
tion and has made two. conflicting 
statements on his policy towards Com- 
munism. The political future of 
Burma is now overclouded with 
threats of further violent upheaval, 
and it has become doubtful whether 
AFPFL can hold tcgether any longer. 
Without a solid parliamentary major- 
ity supporting the Government, the 
administration may easily lose what 
strength and stability it now has. 


The resignation of Thakin Nu _ has 
not been the result of pressure or of 
any Cabinet crisis, but has been pre- 
meditated for a long time; it is due to 
a religious vow, for Thakin Nu, as a 
devout Buddhist, has wished to dedic- 
ate the later years of his life to reli- 
gion. This does not mean, however, a 
complete withdrawal from politics; on 
the contrary, as the career of Mahatma 
Gandhi so clearly showed, a religious 
life can be combined with a_ position 
of great political influence and author- 
ity, and Thakin Nu evidently desires 
to guide the political development of 
Burma without being distracted by the 
cares of day-to-day administration. He 
has announced his intention of creat- 
ing a new United Left Party, which is 
intended to incorporate the Socialists 
and the People’s Volunteer Party 
(PVP), the two main constituents of 
AFPFL, together with the more “mo- 
derate”’ Communists; the new party is 
meant to be a substitute for AFPFL, to 
provide a more disciplined following 
for the Government and to draw away 
support from the Left opposition now 
led by the Communists. 


The significance of this manoeuvre 
is only apparent if considered in rela- 
tion to the background of Burmese po- 
litics: In this country there is a wide- 
spread idea that the problems of 
Burma are similar to those of India, 
each country having recently emerged 
into full national independence and 
being now faced with the tasks of ad- 
ministration and solution of internal 
social conflicts in place of the nation- 
alist struggle against foreign rule. But 
India and Burma differ fundamentally 
in that India has for many years now 
had a strong and wealthy bourgeoisie 
of its own, with British and other for- 
eign capital playing a diminishing role 
in the national economy, whereas in 
Burma almost all capital has been in 
British, Indian or Chinese hands. Thus 
in India independence has meant the 
emergence of a bourgeois regime, with 
the Congress Party under the decisive 
leadership of Mr. Patel turning to the 
Right and the Socialists as well as the 
Communists going into opposition. But 
in Burma nationalism has remained in 
alliance with sociaz revolution because 
the property-owner is, with negligible 


exceptions, a foreigner. It is not pos- 
sible to imagine a Burmese Tata. The 
Burmese, who have never hitherto 
shown any aptitude for commerce or 
finance, have remained a poor people 
in their own naturally rich country. 
But now that they have political power 
as a sovereign nation and the foreign- 
ers are at their mercy, it.seems to the 
ordinary Burmese that it is the turn 
of the native inhabitants to live on the 
fat of the land. For this happy state 
of affairs to come about they believe 
that all that is needed is to pass a few 
bills through parliament expropriating 
foreign property interests in land, 
transport, oil, timber or minerals. 


This can be called socialism or na- 
tionalisin equally well; in either case it 
means in practice soaking the non- 
Burmese. The Burmese are a Left na- 
tion; there is really no Burmese Right. 
What makes the difference among 
Burmese politicians between less and 
more Left is the degree of severity to 
be adopted towards the foreigner. The 
least Left would like to go slow, letting 
the foreign companies operate for a 
time under various restrictions and 
only nationalising concerns one by one 
over a period of years; the more radi- 
cal would natonalise everything quick- 
ly, but would on principle pay “equit- 
able compensation” to the owners; 
while on the extreme Left the Com- 
munists demand wholesale expropria- 
tion withowt any compensation at all. 


The political leaders who have had 
experience of administrative office and 
are acquainted with the facts of inter- 
national trade and capital movement 
are the most reluctant to use drastic 
methods, for they know that if Burma 
were to act in such a way as to pre- 
clude any further foreign investment 
or business enterprise in the country, 
its wealth would rapidly diminish. But 
the Burmese student, workman or pea- 
sant, who patriotically supposes that 
all means of producton or distribution 
can simply be taken over witnout eco- 
nomic loss, has no such fears, nor does 
he see any reason for paying compen- 
sation which would for years eat up 
the proceeds of export surpluses 
whereby Burma might purchase at will 
in all the markets of the world. Hence 
the appeal of the Burmese Commun- 
ists, who today form a most serious 
threat to the stability of the AFPFL 
Government. 


The Burmese Communists are divi¢- 
ed into “Red Flag” and “White Flag” 
factions. The latter are, or were, the 
more extreme, having a “Trotskyite” 
tinge (Ceylon, which is closely in touch. 
with Burma, is today the one country 
of the world where Troskyism remains 
an important political force, surviving 
like a religious sect). The Red Flags 
were in active armed rebellion while 
the White Flags participated in the 
elections for the Constituent Assembly 
and won seven seats. But since then 
the White Flags, too, have become 
more and more violent and have been 
subjected to severe repression by the 
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Government. The Communists have 
also penetrated the People’s Volunteer 
Party, one of the AFPFL parties, and 
its para-military organisation, which 
used to be Aung San’s private army. 
In Arakan and central Burma the 
Communist armed bands control wide 
areas of the countryside and have to a 
great extent disrupted communications. 
Although the army and police have so 
far remained loyal to the Government, 
the general political trend has been so 
adverse that Thakin Nu has felt the 
need to placate the rebels and halt the 
swing of popular support to the Com- 
munists. He has therefore passed 
through parliament a bill for the na- 
tionalisation of the  British-owned 
Irrawaddy Flotilla as from June lst. 
and about a third of the foreign-owned 
teak forests, in which Indian as well as 
British capital is invested, are also to 
be taken over this year. Having thus 
shown himself sincere in his zeal for 
expropriation, Thakin Nu has set forth 
a programme for his new party which 
is specially designed to attract .Com- 
munists, including as it does items 
such as the development of political 
and economic relations with the Soviet 
Union and the new regimes of Eastern 
Europe, the socialisation of foreign 
trade and the transformation of the 
army into a “people’s democratic 
army.” The Communist leaders, how- 
ever, are suspicious of Thakin, Nu’s ad- 
vances; they want power for them- 
selves and not lip-service to Commun- 
ist principles from a man who has 
never managed to achieve the reputa- 
tion of being really fierce with foreign- 
ers. 


Important British economic interests 
are at stake in Burma, but so also to- 
day are Indian; and the Burmese may 
well find India less long-suffering than 
the departed British rulers at the for- 
eigner-soaking rivalry of Burmese poli- 
ticians. For India not only has_ the 
property interests of its nationals in 
Burma to defend, but also a great and 
urgent interest in the regular avail- 
ability of Burmese rice, imports of 
which become each year more essential 
to India’s precarious food supply. The 
crop this year has been excellent, and 
it is hoped that as much as_ 1,800,000 
tons will be exported by the end of the 
year, with targets of 2,000,000 tons in 
1949 and 3,000,000 in 1950. But rice 
exports depend on efficiency and secur- 
ity of transport within Burma, and a 
serious deterioration of the railway 
and river shipping services, and, still 
more, conditions of serious civil war, 
might almost eliminate them in a short 
time. The recently-appointed first In- 
dian Ambassador to Burma, in congra- 
tulating the Burmese on their indepen- 
cence, also spoke words about the In- 
dian minority in Burma which seemed 
to contain a note of warning to Ran- 
goon’s ultra-nationalists. India wilk 
certainly watch with a vigilant cen- 
cern the stormy politics of its small, 
but defiant, neighbour. 


* ae + * 


—-From The Economist, London 
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THE INDONESIAN 


Indonesia today is in a state of tran- 
sition politically. This affects the eco- 
nomic development of the country and 
has been reflected, among other things, 
in the nature of the country’s com- 
merce during the last couple of years. 
More especially of its export products. 
Where the situation has changed, as of 
late, from the uncertainties of political 
transition to a relatively stable state, 
improvement approaching recovery is 
evident. Thus, some of the territories 
which have joined in federative unity 
are already enjoying prosperity to a 
degree unknown since the Japanese in- 
vasion. 

The physical difficulties alone which 
had to be overcome, were, however, 
formidable. They still are. In 1947 of 
1,293 recovered processing plants at- 
tached to as many plantations, 159 
were a total loss, 261 were in need of 
heavy repairs, 100 needed light repairs 
and only 773 were still in running or- 
der. The plantations too suffered rather 
severely, both from neglect and de- 
liberate destruction. Thus, 52,500 acres 
of rubber trees were completely des- 
troyed, 57,200 acres of coffee shrubs, 
and 144,000 acres of oilpalms. Fully 
30% of the tea gardens are a total loss 
and cocoa and other plantations, owing 
to neglect, have almost all fallen a 
prey to the encroaching jungle. The 
loss incurred by the cestruction and 
neglect of these trees, plants, ma- 
chines, buildings and equipment has 
pees assessed at 350 million U.S. dol- 
ars. 

In Java, the area of plantations re- 
covered expressed in percentages of 
total, are as follows: 


Rubber Tea Coffee 
70% 92% 59% 
Cinchona Cocoa & mixed 

91% 8% 
In Sumatra the percentage is as be- 
low: 
Rubber Tea Fibres Oilpalm 
East Coast 75% 100% 100% 64% 
Palembang 52% — oe 48% 


In Java over 260,00 acres of Euro- 
pean plantations are in Republican 
territory, in Sumatra, a little less. 


Speedy Recovery & Production In- 
creases 


But, despite the loss and destruction 
due to war and war’s aftermath, the 
economic machine of Indonesia is func- 
tioning again. Not all of its,parts are 
working, as smoothly or in the same 
high gear as before the war, but it is 
working and to some effect. Planta- 
tions are cleared or are being cleared. 
Damaged machinery is being repaired 
or new machinery installed. Improved 
processing methods are being tested 
and applied, simplified systems employ- 
ed. Considerable ingenuity in techni- 
cal improvisation is at times required 
and displayed. The old plantation 
managers who survived internment in 
Japanese camps are back at their jobs. 
Others have been brought from retire- 
ment in Holland. Most of these men 
are well beyond middle age. But in- 
spired by the need and the urgency of 
the hour, old and middle aged work 
with the zest and enthusiasm of youth. 
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EXPORT POSITION 


And this, despite sporadic attacks by 
marauding bands of “rampokkers” or 
robber-bands such as those molesting 
British planters in Malaya and Johore. 

The old Indonesian “Mandurs” or 
foremen have returned to their jobs 
bringing with them many of their old 
hands. Most of them are glad to be 
back at their old jobs again. Not all 
of them, however, are fit enough to 
work as well and as productively as 
before the war. But regular meals and 
proper medical attention is effecting 
improvement. The weakening and de- 
moralizing eftects of war and revolv- 
tion, of undernourishment, insecurity 
and bewilderment manifest themselves 
among plantation-works as a loss in 
general productive power of about 40% 
of their pre-war level. Although work- 
ers’ powers of production are lower 
wages and overhead charge in Indo- 
nesia today are, generally, four or five 
times higher than what they were be- 
fore the war. But, so, too, are export 
prices. 

With the help of Government media- 
tion wages have been adjusted to pre- 
sent-day conditions and needs on a 
basis satisfactory to work-people and 
employers. Its adjustment means not 
enly a suitably increased wage-scale,. 
but also part-payment in clothing and 
foodstuffs. On some estates housing, 
schooling and medical attention is also 
provided. But this was also the case 
before the war. 


Indonesian Exports 
The progress made so far is evident 


from a comparison of recent exports 
expressed in millions of guilders: 


1940 1946 1947 1948 
Annual Total: 875 154 285 = 
First Quarter: — —_ 74 173 


In terms of money alone the picture 
is distorted, commodity values having 
soared since the end of the war. A 
correcter valuation is obtained if bulk 
is also considered. The weight of goods 
exported in 1947 represents no more 
than 11% of the tonnage exported in 
1938. Supplies were then abundant, the 
demand ‘not so great. Yet, though the 
figures for 1947 are substantially less 
than those for pre-war years, they re- 
Pee an 85% increase over those of 

946. 

As for 1948, the first quarter is 
gratifuing. The results support the exr- 
pectations that within three to five 
years the exports, prosperity and fin- 
ances of the country will have reached 
pre-war levels. The world will thus 
not be deprived of so much of its ur- 
gently needed foodstuffs. Especially 
not of edible fats. How great this loss 
has been is seen from Indonesia’s con- 
tribution to the world’s larder previ- 
ously, expressed in percentage of world 
production. After providing, that is, 
for the needs of its own population of 
70,000,000. 

Indonesia’s Percentage 
of World Production 


1939 1947 
COPRA (exported) 24% 8% 
PALM OIL (—do—) 24% VY Jo 


These 1939 percentages represent a 
quantity of 860,000 tons of copra, coco- 
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nut oil and palm oil, that for 1947 a 
mere 73,000 tons. The estimate for 1948 
is, however, 200,000 to 250,000 tons. It 
would have been substantially larger 
but too many plantations and plants 
have been neglected or destroyed. Be- 
sides, many of the oil-palm plantations 
of Sumatra are lying idle in Republi- 
can-held territory. 

“Idle” is perhaps not the correct 
word. It seems that some of them are 
serving a purpose. For constant clashes 
between Republican forces are having 
disastrous results. The population in 
those areas—beyond the Asahan River 
and in Tapanoeli—has been reduced to 
such a degree of distress that the peo- 
ple are eating the “palmite” or palm 
hearts. This means the death of the 
young trees and in that area it may 
mean the loss of 100,000 tons of palm- 
oil. Unemployment for the population 
must inevitably follow. Although at 
the moment there is a severe shortage 
of labour especially in Sumatra, at 
least another 30,000 work people are 
required, for the most profitable de- 
peloepent of plantations recovered so 
ar. 

Throughout the federated areas of 
Indonesia the incidence of unemploy- 
ment is negligible. During the month 
of May some 5,000 people, European, 
Indonesian, and foreign Asiatics were 
unemployed in the 8 largest towns 
with a total population of some 2,000,- 
000. By the end of the month almost 
2,000 had been pniaced in jobs. The 
proportion of unemployment in other 
countries is considerably larger. 

Commodities lost to the world other 
than vegetable fats owing to the dis- 


turbances brought about by war and 
political dissensions are: 

Rubber (exported) 
Tea 

Coffee 


Cinchona. Bark & Quinine (Producéd) 


Hard Fibres (exported) 
Sugar 

Pepper (exported) 
Kapok ( —=do-— ) 


The situation, as indicated by these 
comparative figures, is being remedied. 
All things considered, it is being done 
rapidly. More especially in certain 
areas, such as the east and south coast 
of Sumatra, in much of Java, in Banka, 
Billiton, Rhio. Borneo, Celebes and the 
Moluccas. 


Increased Volume of Trade 


Production has indeed forged ahead 
in all areas peaceably joining in feder- 
ated unity. The steadily increasing 
export of commercial products is en- 
abling these areas to import capital 
goods to render the production appara- 
tus capable of still greater output and 
to increase the supply of consumers’ 
goods for the population. I 

European . estates in Republican 
areas, however, must remain unpro- 
ductive until political differences have 
been eliminated. Even then the speed 
with which the ‘estates can be recondi- 
tioned, the plants repaired or replaced, 
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depends on factors not entirely calcul- 
able; factors such as the degree of law 
and order maintained, the amount of 
credit or finance required, obtainable 
or desirable, the legal security avail- 
able to prospective investors. 
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Then exports and imports will tend 
to reach the levels and relationships of 
Indonesia’s pre-war international trade 
as indicated by the following compara- 
tive figures: 


Imports E. 
Long tons Value in Long tons Value in 
Guilders Guilders 
1939 2,063,700 472,400 12,102,800 746,300 
1940 1,762,800 432,300' 11,281,300 881,500 
1947 875,830 750,744 1,111,896 332,327 


ESTATE PRODUCTS IN INDONESIA 


Estate products in the federal areas 
of Indonesia, for May and the first five 
months of this year:— 

May 1948 Jan.-~May 
194% 


948 

, tons tons 
Rubber ~ voce sas 7,453 28,194 
LOAM is ctictstedternttan 938 3,546 
Ginehonaly cece. 703 2,356 
Coffee: Wsfnetns au 826 1,057 
‘Palmoil.)) tice enes 3,746 11,341 
Palm kernels .... 870 2,382 
COCOAMEEE iocsicisrsshis.0 ae 81 153 
HMardefibres! eos. p51 2,451 


EXPORT SURPLUSES IN INDO- 
NESIA 


For the first time since the capitula- 
tion of Japan the exports of Indonesia 
exceed the imports. In April and May 
1948 the export surpluses were respec- 
tively guilders 7,000,000 and 9,000,000 
whereas the figures for June although 
not yet exactly known indicate that 
also for this month an important sur- 
plus has been made. 


1939 1947 Lost 
37 % 10 % 27 % 
My Peay % To 164% 

4 % i 4 % 
91 % Nil 91 % 
33 % 2 % 31 9 
11 % Nil 11 % 
86 % 7 % (all spices)79 % 
72 % 10 % 62 % 


Further Price Reductions 
in Indonesia 


Considerable narrowing of importers’ 
gross-profit margins — an important 
item in a gemeral drive for price re- 
ductions with a view to speedy reha- 
bilitation and bringing down the cost 
of living—was carried into effect as 
from March lst. 

The initial stage of the price-reduc- 
tion drive in the beginning of this year 
resulted in an allround 10% price re- 
duction for various groups of consumer 
goods. 

Some examples: office appliances 
9%; sewing cotton 5%; basins, pans, 
mosquito nets, drinking glasses, prac- 
tically 10%; household goods of all 
descriptions: tooth brushes; combs; 
shaving soap; tooth paste; razor blades; 
shaving brushes; needles; pins; eating 
utensils; towels; buttons; polishing 
materials over 24%. Bicycles 15%. 
Films and photo apparatus about 10%. 


Of interest to business are allround 
reductions in raw-material prices: 
chemicals in bulk 10%; fertilisers. 10%; 
cottons for batik over 18%; cement 
over 15%; and yarns for weaving 26%. 

The second stage to take effect as 
from August 16th, will mean further 
reductions for consumers and business. 

The gradual return of more normal 
business conditions implies more eftfi- 
cient distribution and the gradual lift- 
ing of Government intermediacy, re- 
sulting in reductions of 2 and 3 per- 
cent respectively for office expenses 
and freights. 

Importers’ margins were scrutinized 
again, and thanks to prompter and 
more liberal market supplies, the 
gross-profit margins of further groups 
of commodities could be narrowed. 

The above reductions on import goods 
will be followed by important reduc- 
tiens on locally manufactured articles. 


EXPORT RETURNS FOR JUNE 1948 


The Indonesian export returns for 
June 1948 amounted to 416,117 tons 
valued of 95.4 million guilders, which 
represents a record since the liberation. 


The exports comprised the following 


items : — 
(1000 kg) (1000 gld) 
Rubber cnewe secure 27,864 25,868 
Petroleum products 296,946 19,222 
Coprah) 25..s2 27,042 19,032 
Tin-ore’ # Agha aoe 3,754 11,504 
Palmwicoil <2 ct 2,759 3,145 
Sugar <.daccere 7,689 2,081 
Tea Meee ee 453 1,184 
Capoky (5.255... 715 1,012 
Rattan’ Wee tse. 2,069 912 
Hard rope fibre . 1,006 713 
Hides & Skins 176 584 
Coffees i Risnitiie 339 554 
Nutmegs & mace 263 513 
Pepper (black) 232 351 
Pepper (white) .. 42 89 
Shelis 2 ess. aise. 358 407 
Coprah-cakes 2,417 350 
Cinchona bark 263 341 
Quinine? #204... 1 AS 
Bauxitew "seve. 24,790 257 
Citronella-oil 45 191 
Copal §= iter. 174 154 
Damarry eee seo 169 152 
Groundnuts 141 115 
TLODACCOR Fo. cee arene 14 79 
Tapioca products 102 1 
Pinangnuts 5 110 48 
Miscellaneous 16,184 6,475 
Motals = cssicscsstere 416,117 95,404 
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Indonesian 
Favourable Balance of 
Trade for June 


During June, Indonesia exported 
goods to the value of 95 million guil- 
ders (US$35,850,000) and imported 
merchandise to the value of 82 million 
Builders (US$30,950,000), resulting in 
an export balance of 13 million  guil- 
ders (US$4,900,000). This is the third 


month that Indonesia shows an export 
‘balance. 


Principal articles of export were:— 
Weight Value 
(mil- — (mil- 
lion lion 
kilo- guil- 
grammes) ders) 
PRUDDERUME <s0.6 7 alos ~.. 27,864 25,868 
Mineral Oils and De- 
Mivativess &icccchiea- 296,946 19,222 
27,042 19,032 
3,754 11,504 
2,759 3,145 
7,689 2,081 
453 1,184 
715 1,012 
2,069 912 
Hard Fibres (sisal) .. 1.006 713 
Hides and Skins . 176 584 
Coffee see... nea’ 339 554 
Nutmeg and Mace .. 263 513 
Pepper (Black) ...... 232 351 
Pepper (White) ...... 42 89 
Shells P Mii. ase as 358 407 
Copra Cakes ........ 2,417 355 
Cinchona Bark ...... 263 341 
‘Quinine B.o.s mm ae oe 1 b5 
Bauxitey <.ccieGies coe 24,790 257 
Citronella Oil ....... 45 191 
ODA a teana sists otnens 174 154 
WDSMALS Miia): wielerese varatete 169 152 
Groundnuts........ 141 115 
PRODACCOM sicleie seas senor 14 79 
Tobacco Products .... 102 51 
SCLEINUtS: We cere ic.s stuarce. + 110 48 
Miscellaneous Pr 
CHC Fea dicen aoc 16,184 66,475 
POLE ibstscoteretece scales 416,117 95,404 


-—— 
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The principal countries of destina- 
tion for the exports were the follow- 
ing:— 


Value 
(million guilders) 
(£.2.65=US$ 1 ) 


Netherlands ........-.. 42,123 
UES ACen ci ais. stare, csareetetotate 17,470 
Singapore and Malaya . 10,516 
SEs uerodepcogman cs 4,198 
Great Britains ccs 2,172 
Hongkong Si. ose 1,380 
AUstraliat 9 fascism sco cues 1,336 
Union of South Africa . 768 
Philippines) "ie. as se) 395 
INOL Way irre tot cre teraeraers 276 
Ttaly © shidstes sce eos sos 229 
Belgium and Luxemburg 167 
Sweden is of. sisteree cere 87 
Thailand | eee ee 35 
Miscellaneous countries 14,252 

Totals we, acceso hereds 95,404 


The principal articles of import were 
the following: 
Million 
Guilders 
Cotton Piece Goods and Yarns 15 
Machinery and parts ........ 11 


Ricert Pe. Mos ec5 se eae mereress i 
Tron and Steel and products 
thereOniay sic secrete ister enna 5 
Autos and Trucks ........... 4 
Fresh, Dried and Conserved 
Fruits and Vegetables ..... 1 
Tobacco, Cigars & Cigarettes xt 
Condensed) Milk) “Ge iiinc cere 1 
Wheat Flour nai... cents 1 
Auto and Bicycle Tires ...... 1 


* * * * 


LEGALISATION OF NETHERLANDS- 
INDONESIA UNION 


The projected creation of a union be- 
tween the Netherlands and Indonesia 
as equal partners was ratified on 
August 19, by the second Lower Cham- 
ber of Parliament in Holland. 

The Chamber passed the’ constitu- 
tional amendment providing for the 
union with the required two-thirds 
majority. The vote was 76 to 22, 


August 25 


HONGKONG EXPORT 
ARTICLES FOR AMERICA 


Antimony crude; Antimony ore; 
Antimony regulus; Antimony white 
oxide; Bamboos including split Bam- 


boos; Bamboy ware, baskets, brushes, 
brooms; Bamboo shoots; Bamboo shoot 
in vinegar; Beans and peas; Blackwood 
ware; Bristles; Cake, cake meal; Cam- 
phor; Camphorwood chests; Canes with 
or without roots; Cassia, cassia buds 
and cinnamon; Cattle trimmings (de- 
haired); China clay (kaolin); China 
grass, hemp, hemp skins, grass en- 
velopes and ramie; China ware; Chin- 
ese noodles and vermicelli; Chinese 
wine; Chinese wooden clogs; Cloisonne 
ware; Coir mats; Copra; Cotton em- 
broideries and drawnwork; 

Earthenware; Eggs or egg products; 
Fans (bamboo or palm leaf); Feathers; 
Firecrackers; Fish, canned; Furniture, 
manufactured of rattan, seagrass or 
bamboo; Galangal root; Galinuts; Gin- 
ger (in vinegar); Ginger sweet; Ginger, 
preserved; Graphite; 

Hats; Hair (horse); Hair (human); 
Hair (waste combings and _ stumps); 
Hides (dry); Hides (wet); Hide Glue; 
Intestines (Pig); Joss sticks; Kapok; 
Lanterns, chinese paper; Lanterns 
(gauze); Lard; Lead concentrates; Lin- 
en and linen lace goods; Liquorice root; 
Matches; Mats & matting; 

Nux vomica; Oil, camphor and es- 
sential; Tung and other vegetable 
oils in drums, & in bulk; Onion in 
vinegar; Ores of wolfram, tungsten and 
manganese; Palm fibre; Pepper-white; 
Pepper-black; preserves; Quicksilver; 

Rattanware, (bags: straw matting: 
basket and basketware: cane web- 
bing); Rhubarb root; Rubber mats; 
Rugs (goat hair); Rugs (rag); Seaweed; 
Seeds, sesamum; Seeds, castor; Shoes, 
canvas & rubber; Silk piece goods and 
spun silk yarn; Silk pongee; Silk, raw; 
Silk waste; Skins, deer, dog, goat, kid 
and sheet; 

Soy; Star aniseed; Straw bags, cuffs, 
slippers, table mats etc; Syrup; Sauce 
chilli, lemon, melon, ngan-lin; Sisal 
waste; Sun helmets; 

Talcum powder; Tallow vegetable; 
Tea; Teadust; Tin; Toys, rubber; Um- 
brellas (paper); Vegetables. pickled, 
bennes preserved, salted; Water chest- 
nuts. 


INDONESIAN EXPORT ESTIMATES 


According to estimates made by the Dutch economic authorities, it is expected that production will move 
during the following three years in an ascending line as indicated below:— 


Products 
1948 
Rubbers. Was cui sa wiles moneres 0,80 
OQ MED Albers cls Saye aeca odes 2,50 
COGS a ai ays far oehe sieoe tomers 0,70 
Quinine) Uiisstie. dese caw 30,— 
COCO eos hrs ee son ale esaekerne 0,90 
Pelmougs §) ists eo seisc: onan 0,90 
Iavaei press... ger <osakoen 0,70 
SU Ra ee Baa woseh astm ne 0,25 

Tobacco 
as Delih Fah tadty a0 Be verte 10,.— 
b. East Java = 


Estimated price per 
kilo in guilders 


1949 1950 1948 1949 
0,80 0,80 90,0 180,0 
2,20 2— 10,0 25,0 
0,65 0,60 9,0 12,0 
30,— steer 0,5 0,6 
0,80 9,70 0,4 0,8 
9,80 6,70 50,0 110,0 
0,65 0,60 9,0 12,0 
0,22 0,20 50,0 300,0 
7,50 5— 1,0 5,0 
2,50 2 1,0 3,0 


Production in 
1,000 long tons 


Value in millions 
of guilders 


1950 1948 1949 1950 
220,0 72 144 176 
45,0 25 55 90 
15,0 6 8 9 
0,6 15 18 18 

Wz 0,4 0,6 0,8 
150,0 88 105 
15,0 6 8 9 
500,0 12 66 100 
10,0 10 37 50 
5,0 3 7 10 
194 432 568 


1948 

Coal stk ee ee Nee A 
Cement (Glinker9...- 
(Tonkin) (Broye! fac... 
Alcohol (Cochinchina) 

(Cambodia) .. 
Beer (Cochinchina) 
Sugar 9 
Salt - 
Tobacco ” 
Soap 72% ” 
Oxygene ” 


Acetylene, dissolved ,, 


Arrivals: No. Ships... 
Tons (1,000) 
Departures: No. Ships .. 


Tons (1,000) 
Cargo Discharged 
Cargo Loaded (1,000 tons) 
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Industrial Production of Indochina 


1938 
UNITS Monthly 


Average 

Se Mein ss 1,000 T 194,6 

Senet are svete o AG? 
Nice eres 1,600 1. 1.830 
deaencerdtes “s 350 
ta sue peseeeh ee 1,000 Hl = 
ee Tons 981 
Me Sates % 3.072 
Raghavan siseing ms 278 
1,000 m3 a 


Cee wees ” 


1947 
June 


14,1 


0,4 
313,7 
519.0 

9,6 
838 

3.560 

201 
12,9 
7,6 


Shipping Returns of Indochina 


PORT OF SAIGON 
1947 


June 


32 
82,6 
39 
111,0 
82,6 
25,5 


1948" —— 
March April May June 
34,9 29,4 25,1 20,4 
3,6 4,8 Wek ak 
4,1 7,4 7,9 7,8 
536,0 369,4 665,5 391,4 
658,9 719,2 635,1 = 
12,6 12,6 13,5 11,7 
2,235 12309 1.294 1.039 
213 2.413 565 = 
361 309 329 315 
350 350 350 800 
18,2 17,5 18,1 16,2 
10,1 9,3 9.6 8,0 
1948 
March April May June 
47 45 53 53 
120,5 137,2 140,7 116,8 
48 47 55 53 
114,9 120,4 142,1 124,2 
73,4 59,8 47,3 64,6 
43,5 47,4 45,7 41,5 


179 


Jan./June 


Jan./June 


277 
736,9 
277 
705,4 
324,7 
250,7 


‘Mad 


ae es 


Day 


hy 


